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FOREWORD

Cooperative legislation in most countries of Asia was initiated by the
colonial rulers who had found in cooperatives a useful agency to provide
relief to farmers and workers. Somehow they did not want cooperatives to
become a ground of peoples aspirations and possible development of
political leadership. They developed the cooperative system in such away
that the cooperative office-bearers remained politically loyal to the govern-
ment. This was achieved throughthe agency ofthe registrar of Cooperative
Societies who was usually a senior, efficient bureaucrat and known as
friend, philosopher and guide. The government also ensured that the
cooperative movement remained dependent on the government for all the
needs of credit and distribution of essential items.

in the last four decades, all Asian countries have become free from
colonial rule and along with that there have been many changes in the
cooperative laws, polici?s towards cooperatives and application of the
cooperative laws. While there has been increased commitment and sup-
port for the cooperatives by the governments, there has also been, in some
cases, not only more control over the affairs of the cooperatives, but they
have often been treated as government corporations or agencies, chang-
ing the basic nature of the cooperative institutions. Instead of making
cooperative legislation friendly towards the cooperative members, the
trend has been to concentrate more powers in the hands of the Coopera-
tive Registrar. In some cases the cooperative legislation denuded the co-
operative institutions of their freedom of decision making and action. Such
trends are not in the spirit of democratic control and freedom of action and
decision-making. These and several other such points demanded an
indepth study of existing cooperative laws in some selected countries of
the Region.

It was also recommended by the ICA Regional Consultation on *Role of
Governments in Promoting Cooperative Developmentin Asia" held in June,
1988 in Singapore. The Consultation had recommended that the ICA
ROAP undertakes a study of cooperative laws in the region in order to
delete the restrictive provisions and suggest additions of new provisions
for facilitation of cooperative deveiopment.

With the generous support made available by the Canadian Coopera-
tive Association, the International Cooperative Ailiance, Regional Office for
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Asia and the Pacific, undertook a project "Faciliitation of Cooperative
Legislation in Asia” during 1989.

Accordingly this study was undertaken with the following objectives:
i) to identify constraints to cooperative development;

ii) toidentify features which are notin accordance with Cooperative
Principles; and

ii) tosuggest additional provisions needed for facilitation of co-
operative development.

The study was carried out in Bangladesh, India, indonesia, the Philip-
pines and Sri Lanka. With the help of National consultants from these
countries and a regional consuitant, national questionnaires were pro-
duced and the existing Cooperative Acts were collected. All this material
was further analysed and discussed at a Regional Consultation Meeting
held in Thailand in October, 1989. A study report on the subject was
published earlier by the ICA ROAP in January, 1990.

With a view to provide the scholars of cooperative legislation in these
countries of the region, we have collected all the relevant material and
published the same in two parts : Part | containing the Cooperative Acts
currently in force in these countries, and Part Il containing the replies
received to the questionnairewhich was earlier prepared and used at the
Regional Consultation Meeting at bangkok in October, 1989,

While extending our sincere thanks to the Canadian Cooperative
Association for the most valuable support extended in terms of funds, |
place on record our appreciation of the work done by the Regional
Consultant, Mr. V.P.Singh and his National Consultants viz. Mr. Chern
Bamrungwong (Thailand), Judge Manuel F. Verzosa (Philippines), Mr.
B.D.Sharma (India), Mr. Asnawi Hassan (Indonesia), and Mr. R.P.P. Raja-

pakse (Sri Lanka).

We hope that the documentation will be found useful and of some
reference vajue to the scholars interested in the development of coopera-
tive legislation in this part of the world.

G. K. Sharma
ICA Regional Director
Bonow House,

New Delhi.
May 14, 1991



PART : ONE

Cooperative Laws in Bangladesh, India,
Indonesia, Philippines, Sri Lanka
and Thailand



BANGLADESH

Bengal Act XXI of 1940.

CO-OPERATIVE SOCIETIES ACT, 1940"
[1st May 1941.]

An Act to amend the law relating to co-operative societies

Whereas it is expedient to make further provision for the formation and
working of co-operative societies, and for the promotion of thrift, self-help
and mutual aid among persons of moderate means with needs andinterests
in common, to the end that better conditions of living and better methods of
production and business may thereby result, and for that purpose to amend
the law relating to co-operative societies in [Bangladesh];

it is hereby enacted as follows:—
CHAPTER |
Preliminary.
Short title, extent and commencement
1. (1) This Act may be called Co-operative Societies Act, 1940.
?2[{2) It extends to the whole of Bangladesh].

'For Statement of Objects and Reasons, see the Calcutta Gazette, dated the 7th
July, 1938; the Report of the Select Committee was presented to the Assembly on
the 19th December, 1939;forthe Proceedings of the Assembly, see the Proceedings
of the meetings of the Bengal Legislative Assembly, held on the 3rd August, 1938,
19th December, 1939, and 17th, 18th, 22nd, 23rd, 24th, 25th, 29th, 30th, and 31st
July, Ist August and 4th December, 1940; for Proceedings of the Council, see the
Proceedings of the meetings of the Bengal Legislative Council, held on the 12th,
14th, 19th, 27th, 28th, and 29th August, 2nd, 3rd, 4th, 5th, 9th, 10th, 11th, 12th, 18th
and 19th September, 1940. .

The Act was extended to the Chittagong Hiil-tracts by notification No. 252 C.S.,
datedthe 10th December, 1942, vide the CalcuttaGazette of 1942, Part |, page 2789.
it came into force in the said district with effect from the 15th February, 1943.

The Act was extended to those areas of Mymensingh district which were called
"partially excluded areas" immediately before coming into force of the Constitution
which was abrogated by the Presidentiai Proclamation of the 7th October, 1958, vide
notification No. 146 C.S., dated the 24th August, 1943, published in the Calcutta
Gazette of 1943, Part |, page 1384. It came into force in the said areas of the
Mymensingh district with effect from the Ist September, 1943.

*Sub-section (2) was substituted for the former sub-section (2), ibid.



(3) It shaill come into force on such date! as the Bangladesh
Government may, by notification in the Official Gazette, appoint.

Definitions.

2. In this Act, unless there is anything repugnant in the subject or
context— :

(a) “arbitrator" means a person appointed under clause (c) of sub-
section (1) of section 87 to decide any dispute referred to him;

(b) "audit officer" means a person authorised under section 76 by
general or special order to audit the accounts of a co-operative
society;

(c) "bye-laws"means the bye-laws registered or deemed to have
been registered under this Act, and includes a registered
amendment of the bye-laws;

(dy “central co-bperative land mortgage bank" means a co-
operative society, the objects of which include the creation of
funds to be lent to co-operative land mortgage banks;

(e) "co-operative land mortgage bank" means a co-operative
society, the objects of which include the creation of funds to be
lent to members on long terms upon mortgage of their
immovable property;

(f) "co-operative society” means a society registered or deemed
to be registered under this Act;

(g) "co-operative society with limited liability" means a co-
operative society having the liability of its members limited by
its bye-laws to the amount, if any, unpaid on the shares
respectively held by them or to such amounts as they may
respectively thereby undertake to contribute to the assets of
the society in the event of its being wound up;

(h) "co-operative society with unlimited liability" means a co-
operative society having, subject to its bye-laws, an unlimited
liability of its members to contribute jointly and severally any
deficiency. in the assets of the society;

(i) “"co-operative year" means such period of twelve months as
may be prescribed for keeping the accounts of a co-operative
society; ‘ .

The Act came into force on the 2nd July, 1942, vide Notification No. 1041 C.S., dated
the 29thJune, 1942, published inthe CalcuttaGazette, dated the 2nd July,1942, Part
l, page 1636.
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"dispute” means any matter capable of being the subject ot
civil litigation, angd includes a claim in respect of any sum
payable to or by a vo-operative society '[whether such claim
be admitted or not);

"financing bank” means a co-operative society, the object of
whichincludes the creation of funds to be lent to other co-
operative societies, and includes such. other financial
organisation as may be declared by the Bangladesh
Government, by notification in the Official Gazette, as a
financing bank for the purposes of this Act];

"liquidator" means a person appointed under section 90 to
wind up the affairs of a co-operative society;

"managing committee" means the committee of management
of a co-operative society; constituted under section 23 ¥or
under section 26];

"member” includes a person joining in an application for
registration of a society and a person admitted to membership
after registration in accordance with the rules and bye-laws;

"net profits" means profits after deduction of establishment
charges, contingent charges, interest payable on loans and
deposit, audit fees and such other sums as may be prescribed;

"officer" includes a president, vice-president, chairman, vice-
chairman, secretary, assistant secretary, manager, treasurer,
member of a managing commitiee, auditor elected from
among the members and any other person empowered under

_the rules or bye-laws to give directions in regard to the

business of a co-operative society;
"prescribed" means prescribed by rules made under this Act;

"Registrar" means a person appointed to perform the duties
of a Registrar of Co-operative Societies under this Act 4 and

The words within square brackets were added by the East Bengal Laws
(Amendment and Repeal) Act, 1949 (East Bengal Act V of 1950), section 2 and the
First Schedule.

The clause (k) was substituted for the original clause (k) by East Pakistan Act XVIII
of 1964, section 3.

’The words within square brackets were inserted by the Bengal Co-operative
Societies (East Pakistan Third Amendment) Ordinance, 1958 (East Pakistan
Ordinance L of 1958), section 3.

‘The words within square brackets were added by the East Bengal Laws
(Amendment and Repeal) Act, 1949 (East Bengal Act V of 1950), section 2 and the
First Schedule.



includes any person appointed to assist the Registrar on .
whom all or any of the powers or duties of the Registrar
referred to in section 10 have been or has been conferred or
imposed under clause (a) of that section];

(s) "rules" means rules for the time beingin force made under
this Act;

(t) "Trustee" means the person appointed to be a Trustee under
sub-section (1) of section 34.

3. [Repealed by the Bengal Repealing and Amending Act, 1946
(Bengal Act XVI of 1946)].

Saving of existing Societies, etc.

4. (1) Every society existing at the commencement of this Act which
has been registered or deemed to have been registered under the Co-
operative Societies Act, 1912, (11 0f 1912) shall, be deemed to be registered
underthis Act; and its by-laws shall in so far as they are notinconsistent with
the provisions of this Act, continue in force until altered or rescinded and
shall to such extent be deemed to be registered under this Act.

(2) All appointments, rules and orders made, all notifications and
notices issued, all transactions entered into and ail suits and other
proceedings instituted under the Co-operative societies Act, 1912, (11 of
1912) shall be deemed, so far as may be, to have been respectively made,
issued, entered into or instituted under this Act.

Construction of references to Act Il of 1912.

5. Allreferences to the Co-operative Societies Act 1912, occurring in
any enactment' * * * for the time being in force in ?[East Pakistan shall, in
the application of any such enactment therete, be construed as references
to this Act;.and anything done or any proceeding commenced in pursuance
of any such enactment on or after the commencement of this Act shall be
deemed to have been done or to have been commenced and to have had
effect as if the reference in such enactment to the Co-operative Societies
Act, 1912, had been a reference to this Act, and no such thing or proceeding
shallbe deemed to have been invalid on the groundthat such enactment did
not refer to this Act.

_ Act VIl of 1913 not to apply.
6. The provisions of the 3[Companies Act], 1913, (VIl of 1913) shali

The words "made by any authority in British India and” were omitted by East
Pakistan Ordinance XXVIIl of 1960, First Schedule.

2These words were substituted for the word "Bengal”, ibid.

3The words within square brackets were substituted for the words “India Companies
‘Act” by East Pakistan Ordinance XXVIIi of 1960, First Schedule.




not apply to co-operative saocieties.
Prohibition of the use of the word ‘co-operative'.
7. No personotherthan a co-operative society shalltrade orcarry on

business under any name or title of which the word “"co-operative" or its
vernacular equivalent "Samavaya" is part:

Provided that nothing inthis section shall apply to the use by any person
or by his successor-in-interest of any name or title under which he lawfully
traded or carried on business at the commencement of this Act.

Power to exempt co-operative societies from the provisions of the Act.

8. (1) The Bangladesh Government may, by rules —

(a} exemptany co-operative society orclass of such societies fromthe

application fo any of the provisions of this Act or of any rules made
thereunder, or

(b) direct that any of such provisions shall apply to such society or
class of societies to such extent as may be specified in the rules.

(2) The power to make rules conferred by sub-section (1) shallbe
subject to the condition that no rule be made to the prejudice of a co-
operative society without giving such society an opportunity to represent its
case.

CHAPTER I
Registration.
Appointment of Registrar and of persons to assist him.

9. The Bangladesh Government may appoint a person to be
Registrar of Co-operative Societies for [Bangladesh] and may appoint
persons to assist him.

Conferment of powers of Registrar.

10. Subject to the ruies, the Bangladesh Government may, by general
or special order in this behalf, confer all or any of the powers *orimpose all
orany of the duties] entrusted to the Registrar by or under this Act, otherthan
those specified in the Second Schedule, —

(@) upon any person appointed under section 9 to assist the
Registrar; and

(b)  upon any co-operative society in respect of any other co-

. 'The words within square brackets were substituted for the word "Bengal”, ibid.
2These words were inserted by the East Bengal Laws (Amendment and Repeal) Act,
1949 (East Bengal Act, V of 1950), Section 2 and the First Schedule.



operative society which is a member of the co-operative
society first mentioned.

- Societies which may be registered.

11. (1) Subjectto the provisions of this Act and of any rules, a society
whichhas as its object the promotion of the commoninterests of its members
in accordance with co-operative principles, or a society established with the
object of facilitating the operation of such a society, including a society
formed by the division of an existing co-operative society or amalgamation
of existing co-operative societies, may be registered under this Act with or
without limited liability* [:

Provided that no society or institution shall be so registered.—

(a) inthe case of aprimary society, unless it fulfils such conditions
as may be prescribed;

(b) inthe case of a banking institution, not being an institution
every member of which is a co-operative society, or a co-
operative land mortgage bank, if —

(i) The authorised share capital of the institution exceeds takafive
lakhs; or

(i) The subscription of share capital by any one of its members
exceeds taka five thousand; or

(i) The bye-laws of the institution do not prohibit making of loan or
advance to any person other than a member, and loan or
advance the aggregate amount of which exceeds at any time
taka ten thousand to any member.

Explanation — In this proviso "Banking institution, association
or body or individuals which carries on or has the ob]ect of
" carrying on any banking business.

{2) The word "limited" shall be the last word in the name of a society
registered under this Act with limited liability.

Conditions of registration.

12. Unless the Bangladesh Government otherwise directs, no society
shall be registered under this Act —

(a)  with limited liability, if it has withdrawable share capital:

Provided that the societies composed of employees and
workers in the employ of Government or any local body or any
public or private industrial or commercial firm may be

'This new proviso was inserted by Bangladesh gazette the extraordinary dated
25.6.1974.
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registered with withdrawable shares on such conditions as
may be prescribed; or

(b)  withunlimited liability, if any memberis a co-operative society ]
Applications for registration.

13. An application for registration of a society shall be made to the
Registrar in the prescribed manner and shall be accompanied *[by many
copies of the proposed bye-laws as may be prescribed]; and the persons by
whom or on whose behalf such application is made shall furnish such
information in regard to the society as the Registrar may require.

Registrar to decide certain questions.

14. The Registrar shall decide all questions as to whether the
application complies with the provisions of this Act andthe rules and whether
objects of the society are in accordance with section 11.

Registration.

15. f the Registrar is satisfied that the application complies with the
provisions of this Act and the rules and that the proposed bye-laws are not
contrary thereto, he shall, unless for reasons to be recorded in writing he
thinks fit to refuse, register the society and its bye-laws.

Evidence of Registration.

16. A certificate of registration signed by the Registrar shall be issued
to the society and shall be conclusive evidence that the co-operative society
therein mentioned is a co-operative society duly registered under this Act
andthat its bye-laws are as attachedto the certificate, unless it is proved that
the registration of the society has been cancelled or that the bye-laws have
been amended in accordance with section 17 or section 18.

Amendment of bye-laws of a co-operative society.

17. (1) No amendment of any bye-law of a co-operative society,
whether by way of addition, cancellationor alteration, shall be valid untit such
amendment has been registered under this Act.

(2) Every proposai for such amendment, framed in accordance
with the rules, shall be forwarded to the Registrar; and if the Registrar is
satisfied that the proposed amendment is not contrary to the provisions of
the Act or the rules, he shall, unless for reasons to be recorded in writing he
sees fit to refuse, register the amendment.

'The words within square brackets were substituted for the words "by a copy of the
proposed bye-laws” by section 6 of E.P. Act Il of 1964.



(3) The Registrar shall forward to the society a copy of the
amendment thus registered, together with a certificate signed by him; and
such certificate shall be conclusive evidence that the amendment has been
duly registered.

'[Power of financing bank or Registrar to direct amendment of bye-laws

18. (1) Subject to the rules, if it appears to a financing bank that an
amendment of the bye-laws of aco-operative society which is a member and
a debtor of such bank is necessary or desirable in the interest of such
society, it may, in the prescribed manner, call upon the saciety to make the
amendment within such time as it may specify.

(2) If the society fails to make the amendment within the time
specified, the financing bank may, after affording the society an opportunity
of being heard, forward to the Registrar the amendment which it considers
necessary or desirable, and the Registrar, if satisfied that the amendment
is not contrary to the provisions of the Act or the rules, may thereupon
registerthe amendment and forward to the society inthe prescribed manner
a copy thereof, together with a certificate signed by him which shall be
conclusive evidence that the amendment has been registered; and such
amendment shall thereupon be binding upon the society and its members.

(3) If it appears to the Registrar as a result or inspection under
section 82 or section 83 or an enquiry under section 84 of the Act, that an
amendment of the bye-laws of a co-operative society is necessary or
desirable in the interest of such society, he may, after giving the society an
opportunity of being heard and with reasons to be recorded in writing,
register the amendment and forward to the society inthe prescribed manner
a copy thereof, together with a certificate signed by him which shali be the
conclusive evidence that the amendment has been registered; and such
amendment shall thereupon be binding upon the society and its members ]

CHAPTER Il
Status and management of Co-operative Societies.
Co-operative societies to be bodies corporate.

19. The registration of a co-operative society shall render it a body
corporate by the name under which it is registered, with perpetual
succession and a common seal, and with power to hold property, to enter
into contracts, to institute and defend suits and other legal proceedings and

1This new section 18 was substituted for the original section 18 by East Pakistan Ae
XVIili of 1964, section 7.



to do all things necessary for the purposes for which it was constituted
Final authority of a co-operative society.

(1) The final authority of every co-operative society shall vest in
the general body of members in general meeting:

Provided that, in such circumstances as may be prescribed, the final
authority may vest in the delegates on such members; elected in the
prescribed manner and assembied in general meeting [:

Provided further that from the date of dissolution of the managing
committee under section 25 to the date of constitution of a managing
committee under section 21, the final authority of a co-operative society shall
vest in the Bangladesh Government.

(2) The general meeting shall be summoned and shall exercise its
authority in such manner as may be prescribed.

Annual general meeting.

21. (1) Ageneral meeting of every co-operative society shall be held
once at least in every co-operative year for the purpose of —

(a) electing members of the managing committee and such other
officers
as may be provided in the bye-laws,

.(b) considering the audit report referred to in section 79, and

(¢) considering any other matter which may be brought forward in
accordance with the bye-laws.

{2) Such meeting shall be held not more than fifteen months after the
date of the last preceding meeting heldunder sub-section (1) and, unless the
Registrar on special grounds extends the period, within three months of the
date prescribed for the receipt by the co-operative society of the audit report
reterred to in section 79:

Provided that the Registrar may, if he thinks fit, permit such meeting to
be held note more than eighteen months after the date of the last precedlng
meeting held under sub-section (1).

Special general meeting.

22. (1) A special general meeting may be called at any time by a
majority of the members of the managing committee and shall be called

(@) onthe requisition in writing of one-third of the members of any
co-operative society having not more than five hundred

'A colon was substituted at the end of the proviso to sub-section {1)and thereafter
this new further proviso was added by East Pakistan Act XVIII of 1964, section 8.



members or of one-fifth of the members of any other society
or

(b)  at the instance of the Registrar:

Provided that, in the case of any society having more than two
thousand five hundred members, a requisition under clause
(a) may be presented by delegates elected in the prescribed
manner.

(2) The Registrar, or any person authorised by him in this behalf
by special order in writing, may call a general meeting of a co-operative
society at any time, and shall call such a meeting upon failure of the society
to call a meeting on a requisition by the members or at the instance of the
Registrar under sub-section (1).

(3) Notwithstanding any rule or bye-law prescribing the period of
notice for, and the method of summoning, a general meeting, the Registrar,
in the case of a meeting called at his instance under sub-section (1), orthe
person callingthe meeting in the case of a meeting called under sub-section
(2), may specify the time and place for the meeting, the manner in which it
shall be summoned and the matter which shall be discussed thereat.

[General méeting or special general meeting incompetent to
interfere with works of appointed managing committee.

22A. Notwithstanding anything contained in sections 21 and 22, a
general meeting or a special general meeting of a cooperative society, the
managing committee of which has been dissolved under section 25 and a
managing committee has been appointed under section 26, shall not be
competent —

(@) toelect, subjecttothe provisionof sub-section (2) of section 26,
members of the managing committee or any aother offlcer for
managing the affairs of the society;

(b) to disapprove or modify the budget as prepared by the
. managing committee and approved by the Registrar; or
(c)  todo anything which, in the opinion of the Registrar, is likely to
create any impediment in the way of smooth functioning of the
appointed managing committee in any manner whatsoever ]
Managing committee

23. The management of every co-operative society shall vest in a
managing committee constituted in accordance with ?[*with this Act,] the

'After section 22 this new section 22A was inserted by East Pakistan Act XVIII of

1964, section 9.
2The words within square brackets were inserted after the words "in aocordance with’

by section 10 of E.P. Act XVIII of 1964.



rules and the bye-laws, which shall exercise such powers and perform such
duties as may be conferred orimposed respectively by this Act, the rules ana
the bye-laws.

[Power to depute servant of Bangladesh to manage affairs of a
co-operative society. '

24. The Registrar may, on the application of a co-operative society,
and on such conditions as may be prescribed, depute a servant of
Bangladesh to the service of the society for the purpose of managing its
affairs and a servant of Bangladesh so deputed shall exercise such powers
and perform such duties as may be prescribed:

Provided that prior orders of the Bangladesh Government shall be
necessary in respect of such deputation of a gazetted officer.]

Y Dissolution and reconstitution of managing committee and
disqualification of its members.

25. (1) If the Registrar, as a result of an audit under section 76 or
inspectionunder section 82 or 83 or an enquiry under section 84, is satistied
for reasons to be recorded by him in writing that a co-operative sociely is
suffering from insolvency or that the managing committee of a co-operative
society is mismanaging its affairs, he may, under clause (b) of sub-section
(1) of section 22 direct that, within such time as he may determine, a special
general meeting of the society shallbe held to dissolve and reconstitute such
managing committee:

Provided that where more than fifty percentum of the paid-up-share
capital or where more than fifty percentum of the borrowed capital of a co-
operative society represents share purchased by the Bangladesh
Government or represents loans and advances given or guaranteed
respectively by the Bangladesh Government, the Registrar may, by anorder
in writing, dissolve such managing committee:

Provided further that no such order of dissolution shall be passed
without giving the managing committee an opportunity of being heard.

(2) In any direction made under sub-section (1) or under proviso
to sub-section (1) or under sub-section (3) of this section, the Registrar,
may, for reasons to be recorded by himin writing, order that all or any of the
members of the outgoing managing committee shall, for such period not -
exceeding three years from the date of the order as he may detérmine, be
disqualified for election or appointment as an officer of any co-operative
society: .

Provided that no person shall be so disqualified unless opportunity has

3Gection 24 substituted for the original section, idid, section 11,
2Section 25 was substituted by section12, ibid.
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been given to state his objection.

{3) If the managing committee is not Dissolved and reconstituted
within the time determined and in such manner as may be directed by the
Registrar under sub-section (1), he may, by an order in writing, dissolve the
managing committee.]

(4) Where the Government, after causing such enquiry to be
made into the affairs of a co-operative society as it may deem fit, is satisfied
that the Co-operative society is suffering from insolvency or that its
managing committee is mismanaging the affairs or acting in a manner
prejudicial to the interest of the society, it may without prejudice fo the
powers of the Registrar under this section, by order in writing, dissolve the
managing committee of the society.

Provided that no such order shall be made without giving the managing
committee an opportunity of showing cause against the order. [

2Appointment of a managing committee to manage the affairs of
co-operative society.

26. (1) When the managing commitiee is dissolved either under
proviso to sub-section (1) of section 25, or under sub-section (3) of section
25, or under sub-section (4) of section 25, the members of the outgoing
managing committee shall forthwith vacate their office; and the Registrar;
and where the managing committee is dissalved under sub-section (4) of
section 25,the Government shall appoint a person or amanaging committee
consisting of persons not exceeding five in number and shall appoint a
chairman and, if necessary, such other officer from amongst them to
manage the affairs of such co-operative society for such period not
exceeding one year and the managing committee so appointed shall
forthwith take over charge of such co-operative society throughits chairman
or any other officer®.

Provided that the Government may extend the period of one year for
such further period as it may think fit.

Provided further that in case of a co-operative society the managing
committee of which has been dissolved under proviso to sub-section (1) of
section 25, the Government may increase the number of members of such
managing committee to any number not exceeding nine and Registrar shall
appoint all or the remaining members of such managing committee.

*This new sub-section has been added vide Bangladesh Gazette Extra-ordinary
dated 25.6.1974. :
2This new section 26 was substituted for the original section by East Pakistan Act
XViii of 1964, section 13.

This sub-section was newly incorporated as per Act No. XL of 1874, (25th June).
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(2) The person orthe committee appointed under sub-section (1)
shall, on the direction of the Registrar, before the termination of the term of
his or its office, take necessary action under the bye-laws of the Co-
operative society to elect a managing committee to succeed himor it, as the
case may be.

(3) Whereapersonoramanaging committee has been appointed
under sub-section (1), the Registrar may, at any time, for reasons to be
recorded by him in writing, reconstitute the committee or require him or any
or all the members of such committee to vacate his or their office or offices,
asthecase may be, before the expiry of the period of his or their appointment
after giving him or them reasonable opportunity to show cause and may
make appointment in his or their places.

(4) Atthe time of every extension of the period of one year under
the proviso to sub-section (1), the Registrar may reconstitute the managing
committee appointed under sub-section (1).

(8) Notwithstanding anything contained elsewhere in this Act, or
inthe rules made thereunder or inthe bye-laws of a co-operative society, the
managing committee appointed under sub-section (1) shall, in exercise of
- its powers and in performance of its duties, observe such directions, if any,
as the Bangladesh Government may, from time to time, issue.]

[Tenure of office of person appointed under section 26.

27. A person or a managing committee appointed under section 26
shall hold office until the managing committee is constituted under section
21 or his or its appointment is cancelled by the appropriate appointing
authority .}

2Management of co-operative society on dissolution of its committee.

28. During the tenure of office of a person or managing committee
appointed under sub-section (1) of section 26 —

(@) all properties of the co-operative society shall vest in the
Registrar; and

(b) subject to the control of the Registrar, and notwithstanding the
preferring of any appeal under section 134, such person or managing
committee shall exercise all the powers and perform all the duties which
may, under this Act, rules and the bye-laws, be exercised or performed by
the managing committee or any officer of the society.]

'Section 27 was substituted for the original section by East Pakistan Act XVIll of
1964, section 14.
2Section 28 was substituted by section 15, ibid.
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'{Removal of members of the managing committee.

28A. Where the Government, after causing such enquiry as it may deem
fit, is satisfied that any member ot the managing committee of a co-operative
society is abusing its position as an officer of the society or is otherwise
acting in any manner prejudicial to the interest of the society, it may, without
prejudice to any action to which such member may be liable under this act
or any other law, by order in writing, remove him from the membership of the
managing committee and thereupon he shall cease to be such member and
also be disqualified, or such period not exceeding five years as may be
specifiedin the order frombeing a member or an officer of that society or any
other co-operative society.

Provided that no such order shall be made without giving the member
an opportunity of showing cause against the order2

3[Disqulification of a person from being a member of
Managing Committee, efc.

28B. Where the Government, after causing suchenquiry as it may deem
fit, is satisfied that a person, having been a member of the managing
committee of a co-operative society, abused his position as an officer of the
society or otherwise acted in any manner prejudicial to the interest of the
society, it may, without prejudice to any action to which such person may be
liable under this act or any other law, by order in writing, direct that such
person shall be disqualified, for such period not exceeding five years as may
be specified in the order, from being a member or an officer of that society
or any other co-operative society :

Provided that no such order shall be made without giving the person an
opportunity of showing cause against such order.

CHAPTER IV _
Duties and Obligations of Co-operative Socleties
Address of co-operative society

29. Every co-operative society shall have an address, registered in
accordance with the rules, to which all notices and communications may be
sent, and shall send notice in writing of every change thereof, within thirty
days of such change to the Registrar and to the financing bark, if any, of
which it is a member.

"This new section was incorporated as per Ordinance (X of 1974.

2Vide Bangladesh Gazette Extra-ordinary dated 17.6.76.

sThis new sec. 28B was incorporated as per Bangladesh Gazette Extra-ordinary
dated 17.6.76.



Copy of Act, etc. to be open to Inspection.

30. Every co-operative society shall keep open to inspection free of
charge at all reasonable times at the address of the society —

{a) a copy of this Act;

(b) a copy of the rules;

(c) acopy of the bye-laws of the society;

(d) a register of members; and

(e) such other documents as may be prescribed.
Publication of annual balance sheet.

31. The balance sheet authenticated by the audit officer shall be
annually published by every co-operative society in the prescribed manner.

Restrictions on borrowing.

32. A co-operative society shall receive deposits and loans from
persons who are not members only to such extentand under such conditions
as may be prescribed by the rules or bye-laws; and shall in respect of such
deposits orloans make such provision for the maintenance of fiuid resource
as may be prescribed.

Power of Bangladesh Government to guarantee principal and
interest of debentures

33. (1) Inthecase of any debentures or of any class or series or issue
of debentures issued under this Act, the Bangladesh Government shail —

(a) guarantee the principal thereof and the interest thereon,
subject to such maximum amount of principal or such rate of
interest and to such other conditions as may be prescribed;
and

(b)  notwithstanding anything contained in '{the Trusts Act], 1882,
(11 of 1882) declare that such debentures shall be deemed to
be included among the securities enumerated in section 20 of
the said Act. :

(2) Such debentures shall not be issued save with the express
authority of the Bangladesh Government.

Issue of guaranteed debentures.
34. (1) When a co-operative society is authorised under the

- 'These words were substituted for the words “the Indian Trusts Act” by East Pakistan
Ordinance XXV!1l of 1960, First Schedule.
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provisions of sub-section (2) of section 33 to receive loans by the issue of
debentures, the principal of and interest on whch is so guaranteed, the
Bangladesh Government shall appoint the Registrar or some other person
1o be the Trustee for the purpose of securing the fulfitment of the obligations
of the society to the holders of the debentures.

(2) With the previous sanction of the Trustee and subject to such
conditions as he may impose, a co-operative society may ;issue debentures
of one or more denominations for such period as it may deem expedient on
the security of the assets of the society, including any mortgages which it
holds by acceptance assignment or transfer.

(3) Such debentures may be issued subject to either or both of the
following conditions, namely:—

(@) fixing a period, not exceeding thirty years from the date of '
issue, during which they shall be irredeemable.

(b)  reserving to the society the right to call in at any time any
previously issued debentures in advance of the date fixed for
redemption after giving to the debenture-holder concerned not
less than three months' notice in writing.

and may be subject also to any other conditions imposed by the Trustee.

(4) The total amount payable in respect of debentures issued by a
society (including any debentures issued before the commencement of this
Act) and outstanding at any time shall not exceed the total amount due on
the mortgages, the amounts paid thereunder and remaining in the hands of
the society or of the Trustee at such time and the value of all other assets
of the society held by transfer or assignment subsisting at that time.

{6) Where a co-operative society has called in any debenture in
advance of the date fixed for redemption, the society shalil, subject to the
previous permission of the Trustee, have the power to cancel the debenture
and issue any new debenture in place of the debenture paid of or otherwise
satisfied or extinguished, or to re-issue the debenture either by re-issuing
the same debenture or by issuing another debenture in its place; and by
virtue of such re-issue the person entitled to such debenture shall have, and
shall be deemed to have always had, the same rights and priorities, if any,
as if the debenture had not been previously issued.

Trustee to be a corporation sole.

35. The Trustee appointed under section 34 shali be a corporationsole
by the name of the Trustee for the debentures in respect of which he is
appointed, and as such shall have perpetual succession and acommonseal
and in his corporate name shall sue and be sued.
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Powers and functions of Trustee.

36. (1) The powers and functions of the Trustee shall be governed by
the provisions of this Act and the instrument of trust executed between the
cc-operative society and the Trustee.

(2) The torm of such instrument, and any modification which the
parties thereto may mutually agree to make in any of its terms after its
execution, shall be subject to the previous approval of the Bangladesh
Government.

Debenture-holders' charge on assets.

37. Upon the issue of debentures under the provisions of sub-section
(2) of section 34, the assets of the co-operative society, including any
mortgages which it holds by acceptance, assignment or transfer, shall vest
inthe Trustee and the holders of debentures shall have afloating charge on
all such assets, including the amounts paid under such mortgages and
remaining in the hands of the Trustee or the society, and on the properties
of the society.

Power of Bangladesh Government to give financial assistance.

38. ‘Notwithstanding anything contained in any other law for the time
being in force, the Bangladesh Government may, subject to the rules grant
loans to, take shares in, or give financial assistance in any otherformto any
co-operative society.

39. (1) a co-operative society shall not make loans —
(a) to any person other than a member; or

{b) to amemberin excess either of the maximum or of the normal
credit determined by the society for that member in
accordance iwth the rules, whichever may be prescribed; or

(c) save with the special sanction of the Registrar given in
accordance with the rules, onthe security of movable property.

(2) The Bangladesh Government may, by general or special
order, after giving any society likely to be affected thereby an
opportunity of being heard in such manner as may be
prescribed, prohibit or restrict the lending of money on
mortgage of immovable property by any society or class of
societies other than a co-operative land mortgage bank.

Restrictions bn other transactions with non-members.
40. Save as provided in sections 32 to 39 inclusive, 48 and 49, the
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transactions of a co-operative society with persons other than members
shall be subject to such prohibitions and restrictions, if any, as may be
prescribed.

Liability to furnish information.

41. Every officer and every member of a co-operative society shall
furnish such information in regard to the transactions or working of the
society as may be required of him by the Registrar or an audit officer,
arbitrator, liquidator or any person conducting an inspection or inquiry under
Chapter VIiL.

CHAPTER V

Privileges of Co-operative Societies.

Change of name and its effect.

42. (1) With the previous approval of the Registrar, a co-operative
society may, by a resolution passed at a general meeting, change its name.

(2) Such change of name shall not affect any right or obligation of
the society or of any of its members, or past members, or of the estate of any
of its deceased members; and any legal proceedings pending on the date
of such change in which such society is a party may be continued by or
against the society under its new name.

Change of liability.

~ 43. (1) Subject to the provisions of this Act and of the rules, a co-
operative society, with the previous approval of the Registrar, may, by a
resolution passed at a general meeting, change its form of liability.

(2) When such a resolution has been passed, the society shall give
* notice thereof in writing in the prescribed manner to all its members and
creditors and, notwithstanding any byelaw or contract to the contrary, any
member or creditor shall, within six months of the service of the notice upon
him, have the option of withdrawing his shares, deposits or loans. ‘Any
member or creditor who does not exercise his option within the period
aforesaid shall be deemed to have assented to the change.

(3) The change shall not take effect until either —

(a) the assent thereto of all members and creditors has been
secured; or ‘ :
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(b) all claims of members and creditors who exercise the option
referred to in sub-section (2) have been met in fuil..

Co-operative society’'s power to call for statement of claims.

44. (1) When a member fo a co-operative society which includes
among its objects the advance of loans to its members applies for a loan or
when a person applies for membership of such a society, the society may
in the prescribed manner-serve a notice on any creditor named in the
application or ascertained after subsequent inquiry, and may also publish a
general notice on all creditors, requiring him or them, in the prescribed form
and within the time specified in the notice, to furnish a written statement of
his or their claim.

(2) When a member of a co-operative society which includes
among its objects the advance of loans to its members intends to apply for
a loan from any person other than the society, such member shall send to
the society a notice in writing stating —

(a) his intention to apply for such loan,
{b) the amount of the ioan for which he intends to apply, and
(¢} the object of taking the loan.

Co-operative society's power to call for notice of rent suit.

45. A co-operative society which includes amongst its objects the
advance of loans to its members, and the financing bank, it any, of which
such society is a mermber, or to which it is a debtor], may by a notice served
in the prescribed manner upon the landlord of any member of such society
require the landlord to furnish to such society or the financing bank or both
notice of any rent suit instituted by him against such member.

Limitation.

46. Notwithstanding any of the provisions of Zthe Limitation Act], 1908,
(1X of 1908) the period of limitation for the institution of a suit to recover any
sum, including interest thereon, due to a co-operative society by a member
thereof shall be computed from the date on which such member dies or
ceases to be a member of the society.

Debts due to co-operative societies to be a first charge.
47. (1) Notwithstanding anything contained in sections 60 and 61 of

'The words within square brackets were inserted after the words and commas "the
financing bank, if any, of which such society is a member” by East Pakistan Act
XVIll of 1964, section 16.

*The words within square rackets were substituted for the words ‘the Indian Limitation
Act" by East Pakistan Ordinance XXVl of 1960, First Schedule. '
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the Code of Civil Procedure, 1908, (Act V of 1908) or inthe Bengal Tenancy
Act, 1885, (VIIl of 1885) but subject to any claim of the Bangladesh
Government in respect of land revenue, or any sum recoverable as land
revenue or as a public demand, or of a landlord in respect of rent or any sum
recoverable as rent, any debt or outstanding demand due to a co-operative
society by any member, past member or the estate of any deceased member
shall be a first charge —

(a)

(b)

(c)

(d)

(e)

if such debt ordemand is due in respect of the supply of, or any
loan to provide the mear:s of paying for seed, manure, labour,
subsistence, fodder for cattle or any other thing incidental to
the conduct of agricultural operations, — upon the crops or
agrieultural produce of such member, past member or
belonging to the estate of such deceased member, at any time
within two years from the date on which the last instalment of
such supply or loan became repayable;

if such debt or demand is due in respect of the supply of, or of
any loanto provide the means of paying for, irrigation facilities,
— upon the crops or agricultural produce of such member,
past member or belonging to the estate of such deceased
member, at any time within two years from the date on which
the last instalment of such supply or loan became repayable,
or upon the crops or agricultural produce of the land so
provided with irrigation facilities;

if such debt or demand is due in respect of the supply of, or any
loan for the purchase of cattle, agricultural implements or
warehouses for the storage of agricultural produce — in the
manner and to the extent aforesaid upon the crops or
agricultural produce of such member, past member or
belonging to the estate of such deceased member and aiso
upon the cattle, agricultural implements or warehouses thus
supplied or purchased wholly or in part from any such loan;

if such debt or demand is due in respect of the supply of, or any
loan for the purchase of raw materials, industrial impiements,
machinery, workshops, warehouses or business premises, —

upon the raw material or other things supplied or purchased
by such member, past member ordeceased memberwholly or
in part from any such loan and also upon any articles
manufactured from raw materials or with implements or
machinery so supplied or purchased wholly or in part from any
such loan,; ’

if such debt or demand is due in respect of any loan for the
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purchase or redemption of land, upon the land purchased or
redeemed by such member, past member or deceased
member from any such loan;’

W3] if such debt or demand is due in respect of any loan for the
purchase or construction of any house or building or any
portion thereof or in respect of the supply of materials for such
construction, — upon the house or building so purchased or
constructed by such member, past member or deceased
member from any such loan or material '[; and]

(g) If such debt or demand is due in respect of any loan secured
by morntgage of any immovable property, — upon the
immovable property so mortgaged by such member, past
member or deceased member.]

(2) Nothing in clauses (a), (¢), (d), (e) or (f) of sub-section (1) shall
affect the claims of any bonafide purchaser or transferee for value without
notice of any such crops or other agricultural produce, fodder, cattle,
agricultural or industrial implements, machinery, raw materials, workshops,
warehouses, premises, manufactured articles, houses, buildings or land.

Levy of water rate on nom-members.

48. (1) A co-operative society, an object of which is the provision of
irrigational facilities to the cultivable land of its members, may in the
prescribed form apply to the Collector for demarcation of the area irrigable
from any source of irrigation other than a tank which has, under section 4 of
the Bengal Tanks improvement Act, 1939, been declared to be a derelict
tank. _

(2) Such area shall be termed the "irrigable area”.

(3) Onreceipt of such application, the Collector shall, after giving
notice in the prescribed manner, cause to be prepared, in the prescribed
form, by an officer subordinate to him, a map of the irrigable area and a
statement of the cultivable lands included therein; and such map and
statement shall be published in the prescribed manner.

(4) If the lands possessed by the members of such society
comprise not less than sixty per centum of the cultivable lands included in
theirrigable area, such society may, subjectto rules made in this behalf, levy
a water rate upon any non-member of the society possessing within such
area cultivable land which is benefitted by the irrigational facilities referred
to in sub-section (1).

'The word "and" at the end of clause "e" was omitted and the semicolon and the word
"and" were substituted for the full stop at the end of clause (f) and thereafter clause
(g) was added by East Pakistan Act XVIIl of 1964, section 17. .
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(5) Such water rate shall be recoverable in the manner provided
in this Act for the recovery of sums due to the society by the members, past
members and deceased members thereof.

Levy of embankment protection rate on non-members.

. 49. (1) A co-operative society, an object of which is the provision of
embankment protection facilities to the lands of its members, may in the
prescribed form apply to the Collector for demarcation of the area protected
by any embankment.

(2) Such area shall be termed the "protected area”.

(3) Onreceiptof such application, the Collector shall,, after giving
notice in the prescribed manner, cause to be prepared in the prescribed
form, by an officer subordinate to him, a map of the protected area and a
statement of the lands included therein; and a copy of such map and
statement shall be published in the prescribed manner.

(4) If the lands possessed by the members of such society
comprise not less than sixty percentum of the lands included in the protected
area, such society may, subject to rules made in this behalf, levy an
embankment protection rate upon any non-member of the society
possessing fand within such area. ‘

{5) Such embankment protection rate shall be recoverable in the
manner provided in this Act for the recovery of sums due to the society by
the members, past members and deceased members thereof.

Charge and set off in respect of share or interest of members.

50. A co-operative society shall have a charge upon the share or
interest in the capital and the deposits of a member or a past or deceased
member and upon any amount payable out of profits to a member or past
member orthe estate of a deceased member in respect of any debt due from
such member or past memberor the estate of such deceased membertothe
society and may, subject to the provisions of sections 69 to 73 inclusive and
of the rules and bye-laws, set off any sum credited or payable to a member,
past memberorthe estate of adeceased member in or towards the payment
of any such debt [:

Provided that in case of setting off the share of member, previous
approval of the Régistrar shall be necessary.]

?[Deduction of dues to co-operative societies from salaries of members.
51. If a member of a co-operative society who is in the service of

1A colon was substituted at the end of section 50 and thereafter this proviso was
addedbyEastPakistan Act XVIll of 1964, section 18.
This new section 51 was substituted for the original section by section 19, ibid
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Bangladesh orof any local authority or of any other person, takes aloan from
a co-operative society in terms of a written contract to repay such loan by
instalments, and authorises the society in writing to recover such
instalments by deduction from his salary, the person who disburses any
amount payable to such members as salary in respect of such service orin
the case of a gazetted officer of the Government, the Accountant-General
orthe Treasury Officer who passes their bills for payment shall, on demand
from the society, deduct the amount of such instalment from the amount
disbursed or passed for payment to such member as salary and shall
forthwith remit to the society the amount so deducted :

Provided that nothing in this section shall apply to persons employed in
mines or oil-fields.]

Exemption from compulsory registration of instruments relating to
shares and debentures of co-operative society.

52. Nothingin clauses (b) and (c) of sub-section (1) of section 17 of the
[Registration Act], 1908, (Act XVI of 1908) shall apply to —

(a) any instrument relating to shares in a co-operative society,
notwithstanding that the assets of such society consist wholly
or in part of immovable property; or

(b) any debenture issued by any such society and not creating,
declaring, assigning, limiting or extinguishing any right, titie or
interest to or in immovable property, except in so far as it
entitles the holder to the security afforded by a registered
instrument whereby the society has mortgaged, conveyed or
otherwise transferred the whole or part of its immovable
property or any interest therein to trustees upon trust for the
benefit of the holders of such debentures; or

(c) any endorsement upon or transfer of any debenture issued by
any such society.

Power to remit certain duties, fees, etc.

53. (1) The Bangladesh Government may by general or special order
in the case of any co-operative society or class of co-operative societies
remit any tax, cess or fee payable under any law for the time being in force
or the rules framed thereunder in respect of which the Bangladesh
Government is competent to remit such tax, cess or fee.

(2) Inrespect of any co-operative society or class of co-operative
societies the Bangladesh Government may, by notification in

'The words within square brackets were substituted for the words "indian
Registration Act" by East Pakistan Ordinance XXVl of 1960, First Schedule.
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the Qfficial Gazette, remit —

(@) thestampduty '* o in respect of any
instrument executed by, or on behalf of, or in favour of, a co-
operative society or by an officer or on behalf of a member
thereof and relating to the business of such society, in cases
where, but for such remission, the co-operative society, officer
or member thereof, as the case may be, would be liable to pay
the stamp duty chargeable under any law for the time being in
force in respect of such instrument, and

{b} anyfee payableby aco-operative society under any law forthe
time being in force for the registration of documents.

Power of Registrar to sanction a compromise between a
co-operative society and its creditors

54. (1) Notwithstanding anything contained in this Act, where a
compromise or arrangement is proposed between a co-operative society
and its creditor or creditors or any class of them the Registrar, upon an
application made in the prescribed manner by the society or by any creditor
or, inthe case of a society in respect of whicttan order has been passed for
the winding up thereof, by the liquidator, may order a meeting of the creditors
or the class of creditors, as the case may be, to be called, held and
conducted in such manner as may be prescribed.

(2) If amajority in number of the creditors of the class of creditors,
as the case may be, representing claims to three-tourths of the debts due by
the society to the creditors or the class of creditors, present either in person
or by proxy at the meeting agree to any compromise or arrangement, the
compromise or arrangement shall, if sanctioned by the Registrar, upon
publication in the prescribed manner, be binding on all the creditors or the
class of creditors, as the case may be, and also onthe society or, inthe case
of a society in respect of which an order has been passed for winding up
thereof, on the liquidator and on all persons who have been or may be
required by the liquidator under section 91 to contribute to the assets of the
society.

YThe words, brackets and comma within square brackets "(Other than Stamp duties
following item 57 or item 59 in List 1 in the Seventh Schedule to the Government of
of India Act, 1935)" were omitted by East Pakistan Ordinance XXVIIl of 1960, First
Schedule.



CHAPTER VI

Property and Funds of Co-operative Societies.
Investment of funds.
55. A co-operative society may invest or deposit its funds —
(a) in a Government Saving Bank; or

(b) inany of the securities specified in section 20 of Y[the Trusts Act
: 1], 1882, (Il of 1882) or

(¢}  withthe sanction of the Registrar, in the shares or debentures
oronthe security of any other co-operative society with limited
liability; or

(d) in any other manner prescribed.

Reserve fund.

56. (1) Every co-operative society shall maintain a reserve fund in
respect of the profits, if any, derivable from its transactions.

(2) Ofthe net profits of a co-operative society in each year there shall
be carried of the reserve fund not less than twenty-tive per centum or such
higher proportion as may be prescribed for such society orclass of societies.

(3) Savetothe extent that, and in such manner as, may be prescribed
no part of its reserve fund shall be used in the business of a co-operative
society.

(4) Subjectto the rules, any portion of the reserve fund notused in the
business of the society shall be invested or deposited —
(a) inthe Government Savings Bank; or

(b) inany of the securities specified in section 420] of [the Trusts
Act], 1882, (Il of 1882) other than those specified in clause (e)
of that section; or ‘

{¢) in any other bank approved by the Registrar.
Distribution of profits.

+5§7. (1) Save as may be prescribed, no distribution of profits shall be
made in the case of a co-operative society with unlimited liability; and save
asprovidedinthis section, no part of the funds of a co-operative society shall
be divided by way of dividend or bonus or otherwise among its members.

The words within square brackets were substituted for the words "The Indian Trusts
Act" by East Pakistan Ordinance XXVIil of 1960, First Schedule.

2This was substituted for the figure "29" by the East Bengal Laws (Amendment and
Repeal)Act, 1949 (East Bengal Act V of 1950), section 2 and the First Scheduie.



26

(2) No dividend or bonus shall be paid —

(@) otherwise than out of profits certified by the audit officerto have
been actually realised; or

(b)  without the previous sanction of the Registrar, if the audit
officer reports that any asset is bad or doubiful and also
recommends that such sanction is necessary:

| Provided that the audit officer shall not so recormmend if such asset is
adequately covered.

(3) Subject to the provisions of sub-section (2), after the proportion
required by sub-section (2) of section 56 has been carried to the reserve fund
from the net profits of any year, the balance of such profits, together with
undistributed profits of past years if any, may, to such extent and under such
conditions as may be prescribed, be distributed as dividend among the
members or paid as bonus or remunerationto amember or employee for any
specific service rendered to the society.

{4) No contribution under section 58 shall be paid otherwise than out
of profit actually realised. :

Contribution to charitable purposes.

58. After there has been carried to the reserve fund the proportion of
the net profits of any year required by sub-section (2) of section 56, a co-
operative society

(@) shall, inthe prescribed manner, contribute an amount not less
than five per centumof the balance of the year's remaining
profits for co-operative education or for other co-operative
purpose as may be prescribed], and

(b) may in accordance with the rules contribute not more than ten per
centum of such balance for any charitable purpose as defined in section 2
of the Charitable Endowments Act, 1890.

Provident fund.

59. 2[(1) A Co-operative Society may establish a Provident Fund
for its members, officers or servants from the contributions of such
members, officers or servants, as the case may be, and may make such
contributions to the Provident Fund as may be provided for in the rules or
bye-laws.] (VI of 1890)

(2) Such Provident Fund shall not be used in the business of the

'This new clause (a) was substituted for the original clause by East Pakistan Act XVIII
of 19564, section 20.

*This new sub-section (1) was substituted for the original sub-section by East
Pakistan Act XVIII of 1964, section 21.
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society, but shall be invested or deposited in one or more of the ways
specified in sub-section (4) of section 56.

‘Réstriction on distribution of profits before setting off losses.

59A. Notwithstanding anything contained in sections 56, 57, 58 and 59
. inthis Act, no profit shall be distributed without the previous losses, if any,
being fully set off out of net profits earned.

CHAPTER VI

Privileges, Liabilities and Obligations of Members of
Co-operative Societies.

Votes of members

60. (1) Subjecttothe rulesrelatingto votingby delegates, no member
of a co-operative society shall have more than one vote in its affairs:

Provided that inthe case of an equality of votes the Chairman shall have
a second or casting vote.

(2) A co-operative society which is a member of another co-
operative society may appoint one of its members not disqualified for such
appointment under any rule or bye-law to vote in the affairs of such other
society.

Members not to exercise rights till due payment made.

61. No member of a co-operative society shall exercise the rights of a
member until he had made such payment to the society in respect of
membership or acquired such interest in the society as may be provided for
in the rules or bye-laws.

Members to furnish information to their financial position and afienation of
their immovable property.

62. (1) Afull, true and accurate statement of his assets and liabilities
shall be furnished—

(@) by an applicant for membership of a co-operative society with
unlimited liability, together with his application;

(b) by a member of a co-operative society with unlimited liability
when required to do so by the Registrar or any person
authorised by him by a general or special order or by the
financing bank; and

(c) by amember of any society, together with any application for
- a loan or for acceptance as a surety.

1This new section 59A was inserted after section 59 by section 22, ibid.



30

share orinterest as part of the estate of the deceased member;
or ‘ .

(¢)  onthe application of the person referred to in clause (b) within
three months of the death of the deceased member, to any
person specified in the application.

(2) If the share or interest of the deceased cannot be legally

_ transferred in accordance with the provisions of sub-section (1), or if the

personto whomthe share or interest is payable underthat sub-section within

one year of the death of the deceased member claims payment of the value

of such share or interest, or if the society in accordance with the rules and
bye-faws decides to proceed according to this sub-section—

(@) the share shallbe transferred to some other person qualified in
accordance with the provisions of section 68 to be the
transteree of the share, on receipt from such person of the
vaiue thereof; and

(b) the value of the share or interest of the deceased member
determined in accordance with the rules shall be paid to the
person nominated in accordance with the provisions of section
69 or to the person appearing to be entitled to possession of
such share orinterest as aforesaid after deducting the amount

~ of any sum payable under this Act to the society fromthe estate
of the deceased member.

Disposal of share or interest of expelled, resigned or insane member.:

71. When a member of a co-operative society becomes disqualified
from being such member under section 28A, or, is expelled or resigns in
accordance with the rules or the bye-laws or when a member becomes
insane —

(a) hisshareorinterest shallbetransferredto another person qualified
to be the transteree in accordance with the provisions of section 68, and the
value thereof determined in accordance with the rules shall be paid to such
memberor, if he is insane, to any person appointed to manage his properties
under'[the Lunacy Act], 1912, (IV of 1912) or

{b) inthe case of a society, with unlimited liability, if the bye-laws so
provide, the value of his share or interest determined in accordance with the
rules shall be paid to him or, if he is insane, to any person appointed to
manage his properties under [the Lunacy Act], (IV of 1912)1912.

These words were substituted for the words "the Indian Lunacy Act” by East
Pakistan Ordinance XXVIIl of 1960, First Schedule. B
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Restriction on transfer.of possession of and interest in land

held under a co-operative society.

72. Notwithstanding anything contained elsewhere inthis Act orin any
other law for the time being in force —

(1)

(2)

@)

a member of a co-operative society, the object of which is the

* reclamation and colonization of land or the acquisition of land

and the leasing thereof to its members, shail not be entitled to
transfer his possession of or interest in any land held by him
under the society, except to the society or, with the previous
approval of the society given in accordance with its bye-taws,
to a member thereof; ‘

when the membership of a member of a co-operative society
specified in clause (1) terminates by reason of his death,
expulsion, resignation or insanity or any other cause, his
possession of and interest in any land held by him under the
society shall vestin his heir, executor or administrator or in the
person, if any, nominated by him under section 63, if such heir,
executor, administrator or person is willing to become a
member of the society and is eligible for membership in
accordance with the bye-laws of the society;

if the heir, executor, administrator or person referred to in
clause (2) does not become a member of the co-operative
society; the possession of an interest in the iand of the

- deceased, expelled, resigned or insane member shall vest in

the society, which shall pay to such heir, executor,
administrator or person, as the case may be, a sumequivalent
to the value of the land as determined in accordance with the
rules [:

Prowded that the society shalibe competent to set off such sum or part
of such sum towards the payment of any debt due from the deceased,
expelled, resigned or insane member of the society; and]

(4)

to land held under a co-operative society specified in clause (1)
by a member thereof, or vested under clause (2) in the heir,
executor or administrator of such member or in any person
nominated by such member under section 69 shall be
attachable in any suit or proceeding for the recovery of any
debt other than a debt due to the society or to.a member
thereof. :

'For the semi-colon and the word "and" at the end of sub-section (6) of section 72,
a colon was substituted and thereafter this new proviso was added by East Pakistan
Act XVl of 1964, section 24.
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Disposal of share or interest of a member of wound uj
co-operative society.

73. When an order is passed for the winding up of a co-operative
society which is a member of a co-operative society with limited liability, the
share or interest of the society being wound up shall, subject to the
provisions of section 68, be transferred to another person or co-operative
society upon receipt from such person or society of the value, determined
in accordance with the rules, of such share or interest; and upon the
application of the liquidator the value thereof thus received shalil be paid to
him.

Disposal of moneys due lo a deceased, expelled, resigned or insane
member.

74. All sums calculated in accordance with the rules to be due from a
co-operative society to a member, other than payments in respect of the
share or interest of such member to the society, shall, subject to the
provisions of section 50, be paid—

(a) inthe case of a deceased member, to the person to whom the
share and interest are transferred or their value is paid in
accordance with the provisions of section 70;

(b) inthe caseofamemberwho hasbeen expelledorhasresigned
- from a society, to him; and

(c) inthe case ofa memberwho has become insane, to any person
appointed to manage his properties under [the Lunacy Act],
(IV of 1912) 1912.

Bar to certain claims.

75. All payments and transfers made by a co-operative society in
accordance with the provisions of sections 70 to 74 inclusive shall be valid
and effectual against any demand made upon the society by any other
person.

CHAPTER Vil
Audit, Inspection and Inquiry.
Registrar to be responsible for audit.

76. (1) The accounts of every co-operative society shall, at least once
in each year and by such date as may be prescribed, be audited by the
Registrar or by an audit officer authorised by himin this behalf by general or
special order in writing.

(2) In respect of every audit of its accounts a co-operative society
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shall, in the manner prescribed, pay such audit fee as may be prescribed.

Power to the Registrar to have the accounts written up.

~ 77. If atthe time of audit the accounts of a co-operative society are not
complete, the Registrar or, with his approval, the audit officer may cause the
accounts to be written up the expense of the society.

Nature of audit.

78. (1) The audit under section 76 shall include —

(a)
(b)

)
(d)

€

()

@)
(h)

a verification of the cash balances and securities;

a verification of the balance at the credit of the depositors and
creditors and of the amounts due from the debtors of the
society;

an examination of overdue debts, if any;
a valuation of the assets and liabilities of the society;

an examination of the transactions, including the monetary
transactions of the society within such limits as may be
prescribed;

an examination of the statement of accounts to be prepared by
the managing committee in such form as may be prescribed;

a centification of the realised profits; and
any other matter that may be prescribed.

(1) The audit officer shall, by such date as may be prescribed,

submit to the co-operative society and to the Registrar, together with the
statement of accounts audited, an audit report including a statement—

Audit officer's report.

79. The audit officer shall, by such date as may be prescribed, submit
to the co-operative society and to the Registrar, together with the statement
of accounts audited, an audit report including a statement of —

(@)
(b)

(©

every transaction which appears to himto be contrary to law or
to the rules or bye-laws;

every sum which ought to have been but has not been brought
into account;

the amount of any deficiency or loss which appears to have’
resulted from any negligence or misconduct or to require
further investigation;

any money or property belonging to the society which appears
to have been misappropriated or fraudulently retained by any
person;
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(e)  any of the assets which appears to him to be bad or doubtful;
and

()  any other matter prescribed.
' Rectification of defects.

80. A co-operative society shall be afforded by the Registrar an
opportunity of explaining any defects or irregularities pointed out by the audit
officer, and thereafter the society shall, within such time and in such manner
as the Registrar may direct, remedy such defects and irregularities and
report to the Registrar the action taken by it thereon.

Constitution of an authority to supervise working of
co-operative societies.

81. (1) The Bangladesh Government may constitute an authority to
appoint and controlin such manner as may be prescribed, the staff required
for the supervision of co-operative societies, otherthan such staff as may be
appointed by the Bangladesh Government for the purposes of such.
supervision, and such authority shall be composed of such number of
persons and shall perform such other functions as may be prescribed:

- ‘Provided that, of the persons composing such authority, three-fourths
shall be elected by co-operative societies in such manner as may be
prescribed, and one-fourth shall be nominated by the Registrar in such
manner, as may be prescribed.

(2) A co-operative society shall be liable to pay, to an authority
constituted under sub-section (1), such fee, in such manner, as may be
prescribed.

Inspection by registrar or financing bank.

82. (1) Every co-operative society shall ; be liable at any time to
inspection: o
' (a) . bythe Registrar or any person authorised by him in this behalf
by general or special order; and

‘[(b) | by the financing bank, if any, of whichitis amember orto which

‘ it is a debtor.] ,

' (2) Aninspectionunder this section by a financing bank shallbe made
by an officer of the bank or by a member of its paid staff certified by the
Registrar in accordance with the rules as competent to conduct such an
inspection. ‘

~(3) The result of an inspection under this section shall be

"This niew clause (b) was substituted for the original clause by East Pakistan Act XVII|
of 1964, section 25.
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communicated to the society and to the financing bank, if any, ot which it is
a member '[or to which-it is a debtor] and, when the inspection is made by
~ afinancing bank, to the Registrar if so required by him.

Inspection of books of an indebted co-operative society.

83. (1) subjecttothe provisions of sub-section (2), on the application
of a creditor or a co-operative society, an inspection shall be made or the
books of the society by the Registrar or by a person authorised by him in this
behalf by general or special order in writing.

(2) No such inspection shall be made unless —

(a) the Registrar, after giving the society an opportunity of being
heard, is satisfied that the alleged debt is a sum then due, and
that the creditor has demanded payment thereof and has not
received satisfaction within a reasonable time; and

{b) - thecreditordeposits with the Registrarsuch sumas security for
the costs of the inspection as the Registrar may direct.

(3) TheRegistrarshallcommunicate the result of any inspectionunder
this section to the creditor, to the society and to the financing bank, if any,
of which the society is a member [or to which it is a debtor].

Inquiry by Registrar.

84. (1) The Registrar may, at any time, of his own motion or at the
request of the [Deputy Commissioner], hold by himself or by a person
authorised by him by order inwriting, an inquiry into the constitution, working
and financial condition of a co-operative society.

(2) Such an inquiry shall be held on the application of —

(@) thefinancing bank, if any, of which the society is a member [or
to which it is a debtor);

(b)  a majority of the members of the managing committee of the
society; ‘ :

(c) one-third of the members of the society, each of whom has
been a member of the society for not less than twelve months
immediately preceding the date of the appilication and shall
have deposited such security for costs, if any, as the Registrar
may direct; o

(d) creditors representing not less than one-hélf of the borrowed

'The words within square brackets were inserted after the word "member” by East
Pakistan Act XVIll of 1964, Section 28.

“The words within square brackets were substituted for the words "District
Magistrate”, ibid section 27.



capital of the society, who shall have deposited such security
for costs, if any, as the Registrar may direct :

Provided that, in the case of any society having more than two
thousand five hundred members, an application under clause
(c) may be presented by delegates elected in the prescribed
manner>

(3) The Registrar shall communicate the result of any inquiry under
this section to the society, to the financing bank, if any, of which the society
is a member 3{or to which it is a debtor], and to the [Deputy Commissioner]
or the creditors, as the case may be, who applied for the inquiry.

[Cost of inspection or inquiry.

85. (1) The Registrar may, after giving the parties an opportunity of
beingheard and by an order inwriting stating the reasons therefor, apportion
the costs of an inspection made under section 83 or of an inquiry held under
section 84 or such portion of the costs as he things fit, between the co-
operative society, the members thereof or the financing bank or the creditors
applying for such inspection or inquiry, as the case may be, and the officers,
former officers, members and past members of the society. -

(2) The registrar may, in case of an inquiry udner sub-section (1)
of section 84, after giving the members or past members of the managing
committee or officers concerned of the co-operative society an opportunity
of being heard, assess the entire cost of such inquiry or any part thereof on
any one of them or apportion such cost or such portion thereof among all or
any of them as he may deem fit.

(3) No expenditure from the funds of any co-operative society
shalt be incurred for the purpose of defraying any costs in support of any
appeal preferredby any personotherthanthe society against an orderunder
sub-section (1)].

CHAPTER IX
Settlement of Disputes.
Disputes to be referred to registrar.

~ 86. Any dispute touching the business ?[or affairs] of a co-operative
society 3*** or of the liquidator of a society shall be referred to the Registrar

- "This new section 85 was substituted for the former saction by East Pakistan Act XVIil
of 1964, section 28.
'The words within square brackets were inserted after the word "business” by East
PakistanAct XVIII of 1964, section 29.
The words and brackets "(other than a dispute regarding disciplinary action taken
by a society or its managing comm lttee against a paid servant of the society)” were
omitted, ibid section 29.
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if the parties thereto are among the following, namely :—

(a) the sociely, its managing committee, any past or present
officer, agent or servant or the liquidator of the society; or

(b) a member, past member or person claiming through a
member, past member or deceased member of the society; or

(c) asurety of a member, past member or deceased member of
-the society, whether such surety is or is not a member of the
society; or

{d)  anyother co-operative society or the liquidator of such society.
Settlement of disputes.

87. (1) Onreceiptof a reference under section 86 the Registrar shall,
subject to the rules —

(a) decide the dispute himself; or

{b) transfer it for disposal to any person authorised by the
Bangladesh Government to exercise the powers fo the
Registrar in this behalf; or

(c) referit fordisposal to one or more arbitrators to be appointed
by the Registrar.

(2) Subject to the rules, the Registrar may withdraw any reference
transferred or referred under sub-section (1) and may deal with it himself in
the manner provided in such rules.

Force and effect of certain awards

88. Where a dispute involves property pledged as collateral security,
the person deciding the dispute may issue an award, which shall have the
same force and effect as a final mortgage decree of a Civil Court having
jurisdiction to make such a decree.

'[Mode of disposing of proceedings under section 86.

88A.If in any proceedings under section 86, the question at issue
between the parties is one involving complicated question of law or facts, the
Registrar may, if he things fit, either, —

(a)  staythe proceedings and referthe case to the District Judge for
decision whereupon the decision of the District Judge shallbe
final; or

(b) call upen one of the parties to institute a regular suit in a Civil
Court for decision of the case within a period not exceeding six

1This new section was inserted by East Pakistan Act XVIil of 1964, section 30.
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months to be fixed by himself and stay the proceedings in the
meanwhile. If no such suit is instituted within the period so
fixed, the Registrar shall pass such order as he deems fit.]

CHAPTER X
Winding up and dissolution of Co-operative Societies.
* Order for the winding up of a co-operative society.

89. (1) The Registrar may, and if the rules in any case so prescribe
shall, by anorderinwriting, direct that a co-operative society shalt be wound
up if —

- {a) afteraninspection has been made under section 82 or section
83 or an enquiry has been held under section 84; or

(b)  on an application made upon a resolution carried by three-
fourths of the members of the society present at a special
general meeting called for the purpose; or

{c)  on his own motion in the case of a society which —
(i) has not commenced working; or
(iiy ~ has ceased working; or

(i) hasshare capital or members' deposits notexceeding
fivehundred takas; or

(v} has ceased to comply with any condition as to
registration in this Act or in the rules or bye-laws.

he is of the opinion that the society ought to be wound up.

(2) A copy of such order shall be communicated, in the prescribed
manner, to the society and to the financing bank, if any, of which the society
is a member [or to which it is a debtor.]

{3) The order shall take effect —

(a)  where no appeal is preferred under section 134, on the expiry
of the time allowed for prefering an appeal; or

(b) . where an appeal is preferred, upon rejection of the appeal by
the appellate authority.  ~

89A.  Winding up of co-operative societies of certair: institutions

{1) Every banking institution exiéting immediately before the
commencement of this Act which is a co-operative society and which could
not have been registered and such society had this Act come into force at
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the time of its registration shall cease to function and shall, notwithstanding
anything contained in the said Act or in any other law for the time being in
force, be wound up and dissolved.

(2) For the purpose of winding up and dissolution of a banking
institution under sub-section (1), the Registrar shall as soon as may be,
appoint a liquidator; and thereupan the provisions of the said act relating to
liquidation and other proceedings for the winding up of a co-operative
society shall mutatis and mutandis apply.

Explanation :— In this section "bank institution" and "Registrar" have the
respective meanings as in the said Act.

Appointment of a liquidator.

90. When an order is passed under section 89 for the winding up of a
co-operative society, the Registrar may, in accordance with the rules,
appointa person to be liquidator of the society and may remove suchperson
and appoint another in his place.

Powers of a liquidator.

(1) Notwithstanding anything contained in section 89 relating to
the date on which an order for winding up a co-operative society shall take
effect, a liquidator appointed under section 90 shall have power from the
date of his appointment to take immediate possession of all assets,
properties, effects and actionable claims of the society or to which the
society is entitled and of all books, records and other documents pertaining
to the business of the society.

{2) From the date on which the order directing the winding up of
the society takes effect the liquidator shall, subject to the ruies and under the
general direction and control of the Registrar, have power, so far as is
necessary for the winding up of the society, on behalf of the society to carry
on the business thereof and to do all acts and execute all documents
necessary to such winding up, and in particular shall exercise such of the
following powers as the Registrar may from time to time direct, namely, —

(@) to institute and defend suits and other legal proceedings;

(b) to make any compromise or arrangement with any person
between whom and the society there exists any dispute andto
refer any such dispute to arbitration;

()  to determine the debts due to the society by a member past
member or the estate, nominees, heirs or legal
representatives of a deceased member;

(d) to calculate the costs of liquidation and to determine by what



persons and in what proportions they are to be borne;

(e) to determine from time to time the contributions, including the
items mentioned in clauses (¢) and (d), to be made to the
assets of the society by the members, past members or
estates, nominees, heirs and legal representatives of
deceased members or by the past or present officers of the
society;

(f)  toinvestigate all claims against the society and, subject to the
provisions of this Act, to decide question of pnonty arising
between claimants;

(9) to pay claims against the society (including interest up to the
date of the order for the winding up thereof) according to their
priority, in full or rateably as the assets fo the society permit;

(h)  to give such directions as appear to him to be necessary in
regard to the realisation, collection and distribution of the
assets of the society; and

(i) after consulting the members of the society, to dispose of the
surplus, if any, remaining after paying the claims against the
society.

Priorities of contributions assessed by liquidator.

92. Notwithstanding anything contained in '[the insolvency (Capital of
the Federation and Dacca) Act], and the Bangladesh insolvency Act, 1920,
(it of 1909), (V of 1920) the contribution assessed by a quuidatoi shall rank
next to debts due to the (Government] or to any local authority in order of
priority in insolvency proceeding.

Liquidator to deposit the books and submit a final report.

93. When the affairs of a co-operative society have been wound up,
the liquidator shall deposit the records of the society in the prescribed
manner and shall make a report to the Registrar.

Power of registrar to cancel order of winding up or of
registration of a co-operative society.

(1) The Registrar may cancel an order for the winding up of a co-
operatlve society in any case where, in his op|n|on the society shouid
continue to exist.

‘These words were substituted for the words “the Presidency towns Insolvency Act
" 1909" by East Pakistan Ordinance XXVIII of 1960.. First Schedule.

2The word within square brackets was substituted for the word "Crown" by East
Pakistan Ordinance Xill of 1962, First Schedule.
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{2) In any other case the Registrar shall, after considering the
report of the liquidator, if any, order the registration of the society to be
cancelled.

CHAPTER XI.
Special Provisions for Co-operative Land Mortgage Banks.

Right of co-operative land mortgage bank to pay
prior debts of mortgagor.

95. (1) When a mortgage is executed in favour of a co-operative land
mortgage bank for payment of a prior debt or part thereof of the mortgagor,
the bank shall, notwithstanding the provisions of sections 83 and 84 of the
Transtferof Property Act, 1882, (IV of 1882) by issuing notice inwriting inthe
prescribed manner require any person to whom any such debt is due to
receive payment of such debt or part thereof from the bank within such
period as may be specified in the notice.

(2) The person on whom such notice is served shall be bound to
receive payment of the amount offered by the bank; but where there is a
disagreement between the mortgagor and such person as regards the
amount of the debt, or where the bank tenders less than the agreed amount
of the debt, the receipt of the sum offered by the bank shall not prejudice the
right, if any, of such person to recover the balance claimed by him.

(3) If any person fails to accept such notice or to receive such
payment, such debt or part thereof, as the case may be, shall cease to carry
interest from the expiry of the period specified in the notice.

Restriction on mortgagor's transfer of or charge on equity of redemption.

96. Notwithstanding anything contained in any other law for the time
being in force —

(1) the mortgagor of property mortgaged to a co-operative land
mortgage bank shall not be entitled, after the execution of the mortgage and
without the concurrence of the bank—,

(a) to transfer or mortgage his equity of redemption, or

(b) tocreate a charge upon such property for a period exceeding five
years;

(2) the co-operative land mortgage bank shali not be entitled to
give its concurrence under clause (1) without the previous sanction of the
central co-operative land mortgage bank or the financing bank to which any
sum is payable by it; and

(3) the central co-operative land mortgage bank or the financing
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bank shall, if it accords its sanction under clause (2), send an intimation
thereof to the Trustee, if any, appointed under section 34.

Mortgage not to be questioned on insolvency of mortgagof.

97. Notwithstanding anything contained in '[the insolvency (Capital of
the Federation and Dacca) Act], or the Provincial Insolvency Act, 1920, (V
of 1920) a mortgage executed in favour of a co-operative land mortgage
bank shall not be called in question on the ground that it was not executed
ingoodfaith for valuable consideration, oron the ground thatitwas executed
in order to give the bank a preference over the other creditors of the
mortgagor.

Pri0fity of mortgage over claims arising under Act XIX of 1883.

. 98. A mortgage executed in favour of a co-operative land mortgage
bank after the commencement of this Act shall have priority over any claim
of the Bangladesh Government arising from a loan -under the Land
-Improvement Loans Act, 1883, (XIX of 1883) granted after the execution of
the mortgage.

Power to distrain.

99. (1) K any sum due as an instaiment or part of an instalment
payable under a mortgage in favour of a co-operative land mortgage bank
‘has remained unpaid for more than one month from the date on which it fell
due, the bank may, in addition to any other remedy available to it, apply to
the Registrar for the recovery of such sum by distraint and sale of not more
than half the produce of the mortgaged land, including the standing crops
thereon.

(2) Upon receipt of such application, and notwithstanding
anything contained in the Transfer of Property Act, 1882, (IV of 1882) the
Registrar may, subject to the provisions of this Act and the rules, take such
action as is necessary to distrain and sell such produce.

(3). No distraint shall be made under this section after the expiry
of twelve months from the date on which the instalment fell due.

Distribution of proceeds of sale or distraint.

100. The proceeds of any distraint and sale under section 99 shall be
applied as follows \— ‘
First, there shall be paid to the co-operative land mortgage bank
at the prescribed rate —

(a) the costs of the'sale; and

These words were substituted forthe words "the Presidency towns Insolvancy Act.
1909" by East Pakistan Ordinance. XXVIII of 1960, Firs: Schedule.
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(b) the other expenses incurred on account of the distraint;

Secondly, there shall be paid to the bank the amount for which the
distraint was made and there shall be given to the person
- whose property has been sold a receipt for the amount so
paid; and
Thirdly, the residue, if any, thereatfter; remaining shall be delivered
to the person whose property has been sold.

Power to bring mortgaged property to sale without
the invervention of the court.

101. Notwithstanding anything contained in any other law for the time
being in force, where a power of sale without the intervention of the Court is
expressly conferred on a co-operative land mortgage bank by a mortgage
deed infavour of the bank, if any instalment under such mortgage is not paid
in full on the date on which it falls due, the managing committee of the bank
shall, in addition to any other remedy available to it, have the power, subject
to the provisions of this Act and the rules, to bring the mortgaged property
to sale without the intervention of the Court.

Appointment of sale officer.

102, The Registrar may, subject to the rules, appoint a Sale Officer for
the purpose of conducting any sale under the provisions of this Chapter.

" Notice requiring payment from persons interested.

103. A co-operative land mortgage bank in the exercise of the powers
conferred by section 101 shall, in the prescribed manner and in the form of
a written demand for the payment of the amount due to the bank, issue a
notice upon —

(a) -the mortgagor

(b) anypersonwho has any interestinor charge upon the property

“mortgaged or in or upon the right to redeem and said property

and who has previously notified the bank in wrmng of such
“interest or charge;

(c)  any surety for the payment of the mortgage debt or any part
thereof; and

(d) ‘ any creditor' of the mortgagor who has in a suit for the
administration of his estate obtained a decree for sale of the
mortgaged property.

Application for sale and method of sale.

104. Upon the expiry of three months fromthe date of service of a notice
under section 103, if the sumdue under the mortgage has not been paid, the
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bank may, after considering any objection made within that period by any
person entitled to such notice, apply to the sale officer appointed under
section 102 to sell the mortgaged property or any part thereof and such
officer shall, in the prescribed manner, proceed to sell such property by
public auction and report the result thereof to the bank.

Application to set aside a sale on deposit.

105. When property mortgaged to a co-operative land mortgage bank
has been sold under the provisions of this Chapter, the mortgagor or any
person entitled to a notice under section 103 may within the prescribed
period apply to the managing committee of the bank to have the sale set
aside upon his depositing with the bank—

(a) for payment to the bank, the amount specified in the
proclamation of sale togetherwiththe subsequentinterest and
the costs, if any, incurred by the bank in bringing the property
to sale; and

(b) forpaymenttothe purchaser as compensation, a sumequal to
five per centum of the purchase money.

Setting aside and confirmation of sales.

106. (1) After the expiry of the period prescribed for making an
application to have the sale set aside, the bank shall, in the prescribed
manner, submit to the Registrar a report setting forth the proceedings of the
Sale Officer, the result of the sale and details of any application made under
section 105.

(2) Upon receipt of such report the Registrar shall—

(a) . if an application has been made under section 105 and if the
amounts specified in that section have been deposited by the
applicant, make an order setting aside the sale and requiring
the bank to pay to the purchaser the sum deposited under
clause (b) of section 105; and

(b) if no application has been made under section 105 or an
application has been made but the amount specified in that
section has not been deposited by the applicant or an
application has been disallowed by the bank, make an order
confirming the sale.

(3) Where an order confirming a sale is made under sub-section
(2) the sale shall thereupon become absolute.

Distribution of sale-proceeds and bar to certain claims.

107. (1) The Registrar shall, in making-a sale absolute by an order
under section 108, direct that the sale-proceeds shall be applied as foliows:
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First, there shall be paid to the co-operative land mortgage bank,
at the prescribed rate, all costs, charges and expenses
properly incurred by the bank or the Sale Officer incidental
to the sale or any attempted sale;

Secondly, there shall be paid to the bank all interest due on account
of the mortgage in consequence whereof the mortgaged
property was sold;

- Thirdly, there shall be paid to the bank all sums due as principal on
account of the mortgage; and

Fourthfy, the residue, if any, thereafter remaining shall be paid to the
mortgagor.

(2) All payments of such residue made in accordance with sub-section
(1) shall be valid and effectual against any demand relating thereto made
upon the bank by the mortgagor or by any other person.

Certificate to be issued to purchaser and to be entered by the
registering officer.

108. (1) Where a sale of mortgaged property under this Chapter has
become absolute, the Registrar shall grant to the purchaser a certificate in
the prescribed form specifying the property sold and the name of the person
who, at the time of the sale, is deciared to be the purchaser, and such
certificate shallbearthe date of the day onwhichthe sale becomes absolute.

(2) Notwithstanding anything contained in *[the Registration Act],
1908, (XVi of 1908) the Reglstrar shall send a copy of every certificate
granted under sub-section (1) to the registering officer appointed under the
Act within the local limits of whose jurisdiction the whole or any part of
theimmovable property comprised in such certificate is situated, and such
registering officer shall enter the contents of such copy in his register of non-
testamentary documents relating to immovable property.

(3) The purchaser of any mortgaged property sold under this
Chapter shall supply to the Registrar notices in the prescribed form for
service on the landlord of such property together with such fee as may be
~ prescribed for the service of such notices and the landlord's fee, if any,
required under the Bengal Tenancy Act, 1885 and the Registrar shall
thereupon, in the prescribed manner, cause such ;notices to be served on,

These words were substituted for the words "The Indian Registration Act" by East
Pakistan Ordinance XXVIII of 1960, First Schedule.
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and such landlord's fee 10 be transmitted to, the Iandlord named in such
notices.

Delivery of property to purchaser.

108. Where a certificate has been issued under section 108, the Court
shall, on the application of the purchaser, order delivery of passession to be
made to him in the prescribed manner.

Explanation — In this section "Court" means the Civil Court which would
have jurisdiction to entertain a suit to enforce the mortgage and within the
limits of whose jurisdiction the property sold is situated.

Right of co-operative land mortgage bank or central co-operative land
mortgage bank to purchase at a sale under this Chapter.

110. It shall be competent to a co-operative land mortgage bank or
central co-operative land mortgage bank to purchase the mortgaged
property sold under this Chapter, but the property so-purchased shall be
disposed of by such bank by sale within the period prescribed or, where a
Trustee has been appointed, within such period as he may specify in
accordance with the rules. ' h

Title purchaser not to be questioned.

111. When a sale has been made in exercise of a power to sell under
section 101 and has been confirmed under clause (b) of sub-section (2) of
section 106, the title of the purchaser shall not be questloned in any Court
by the mortgagor or his successor in interest.

Power to appoint a receiver.

112. (1) Incircumstances in which the power of sale under section 101
might be exercised, the Registrar may, subject to the provnmons of sub-
section (2), and in accordance with the rules — -

() on the application of a co-operative land mortgage bank,
appoint areceiver of the produce and income of the mortgaged
property; :

(b) on the application of the mongagor for due cause shown
remove a receiver so appomted and

(¢) fillup a vacancy in the office of Receiver.

,' (2) . The Registrar shall not appoint a receiver where the mortgaged
property is already in the possession of a receiver appointed by a Court.
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Expenses remuneration and duties of a receiver.

113. (1) A receiver appointed under section 112 shall be entnled in
accordance with the rules, to receive such expenses of management and
remuneration, if any, as may be determined by the Registrar in consultauon
with the co-operative land mortgage bank. : :

(2) Theprovisions of sub-section (8) of section 69A of the Transfer
of Propenty Act, 1982, (IV of 1882) shall applyto a recelver appointed under
section 112.

Powers of co-operative land mortgage bank if the mortgeged property
is destroyed or the security is rendered insufficient.

114. Where any property mortgaged to a co-operative land mortgage
bank is wholly or partially destroyed or the security is rendered insufficient
and the mortgagor, after reasonable opportunity given by the bank to
provide such further security as will render the whole security sufficient to
repay such portion of the loan as may be determined by the bank, has failed

“to do so, the whole of the loan shall be deemed to fall due at once and the
bank shall, subject to the rules, be entitled to take action against the
mortgagor for the recovery thereof under this Chapter,

Explanation — A security shall be deemed to be insufficient within the
meaning of this section if the value of the mortgaged property does not
exceed the amount for the time being due on the mortgage by such
proportion as may be specified in the rules or bye-laws.

Power of the trustee and a central co- operatlve land morigage bank
to direct or take certain action.

115. (1) A Trustee and, inthe case of a member society, a central co-
operative land mortgage bank may, in accordance with the rules, direct a co-
operative land mongage bank to take action against.a defaulter under
section 99, section 101 or section 114 and, if the bank neglects orfails to do
$0, may take such action.

(2) Where such action is taken by a Trustee or a central co-
operative land mortgage bank, the provisions of this Act and of any rules or
bye-laws shall apply inrespectthereto as if all references to the co-operative
tand mortgage bank were references to the Trustee or the central co-
operative land mortgage bank, as the case may be.

Officers of co-operative land mortgage and central co-operative land
mortgage banks and Sale Officers not to bid at sales.

116. At any sale of movable or immovable property held under the
provisions of this Chapter no officer of a co-operative land mortgage bank
or central co- operative land mortgage bank (except on behalf of the bank of
which he is an officer), and no Sale Officer or other person having any duty
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to perform in connection with such sale, shall either directly or indirectly bid
for or acquire or attempt to acquire any interest in such property.

Notice of sale under Chapter X1V of Act VIl of 1885.

117. Notwithstanding anything contained in Chapter XIV of the Bengal
Tenancy Act, 1885, (VI of 1885) relating to the sale of tenures and holdings
in execution of decrees for arrears of rent, no such sale held under the
provisions of that Chapter shall affect the title or interest of any co-operative
land mortgage bank which has, in respect of such tenure or holding, a
registered and notified encumbrance within the meaning of clause (b) of
section 161 of the said Act, uniess a concise statement of the order of
attachment and proclamation of sale has, in the prescribed manner and at
the time of the issue of such proclamation, been sent by the Court by
registered post to such co-operative land mortgage bank.

Notice of sale and deposit for protection from sale, under
Bengal Regulation Vil of 18189.

118. Notwithstanding anything contained in the Bengal patni taluks
Regulation, 1819 (Ben. Reg. Vil of 1819) (hereafter inthis section referred
to as the said Regulation) —

(1Y  when a mortgage is executed in favour of a co-operative land
mortgage bank in respect of any patni taluk to which the said
Regulation applies or any tenure or holding comprised within
such patni taluk, the co-operative land mortgage bank shall

(@) in such manner as may be prescribed, notify the Zamindar of
the execution of such mortgage,

(b)  forthe purpose of receiving notice of the sale of such patnitaluk
ortenure as the case may be, pay to the Zamindar such fee in
such manner as may be prescribed, and

{¢)  oncompliance with the provisions of sub-clauses (a) and (b),
be deemed to be a notified mortgagee in respect of such patni
taluk or tenure;

(2)  before the sale is held of any such patni taluk or tenure under
the said Regulation, the Zamindar shall, by registered post,
send a notice thereof to every co-operative land mortgage
bankwhichis, inrespect of such patnitaluk ortenure, a notified
mortgagee within the meaning of sub-clause (c) of clause (1);
and

(8) any co-operative land mortgage bank which is a notified

mortgagee within the meaning of sub-clause (c) of clause (1)
shall be entitled to stay such sale by depositing with the
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Collector the balance of the arrears of rent due in respect of
such patni taluk or tenure.

Notice of sale, and deposit for protection from sale under

Act Xl of 1859 or Act Vi of 1868.

119. Notwithstanding anything contained in the Bengal Land-revenue
Sales Act, 1859, (XI of 1859) or the Bengal Land-revenue Sales Act, 1868
(Vi of 1868) (hereafterinthis section referredto respectively as the said Act
of 1859 and the said Act of 1868) —

(1)

(a)
(b)

{©

@

when a mortgage is executed in favour of a co-operative land
mortgage bank in respect of any revenue-paying estate to
which the said Act of 1859 applies or any tenure or holding
comprised within such estate, or any revenue-paying tenure to
which the said Act of 1868 applies or any tenure or holding
comprised within such tenure, the co-operative land mortgage
bank shall —

in such manner as may be prescribed, notify the Collector of
the execution of such rortgage,

for the purpose of receiving notice of the sale of such estate or
tenure as the case may be, pay to the Collector such fee in
such manner as may be prescribed, and

on compliance with the provisions of sub-clauses (a) and (b),
be deemed to be a hotified mortgagee inrespect of such estate
or tenure as the case may be;

before the sale is held of any such estate under the said Act of

1859, or of any such tenure under the said Act of 1868, the
Collector shali, by registered post, send a notice thereof to
every co-operative land mortgage bank which is, in respect of
such estate ortenure asthe case may be, a notified mortgagee
within the meaning of sub-clause (c)of Clause (1); and

any co-operative land mortgage bank which is a notified
mortgagee within the meaning of sub-clause (c) of clause (1)
shall be entitled to stay such sale by depositing with the
Collector the balance of the arrears of land revenue due in
respect of such estateor tenure as the case may be.

Exemption from personal attendance for registration

of certain instruments.

120. (1) Notwithstanding anything contained in [the Registration Act],
1908, (XVIof 1908) it shall not be necessary for a Trustee or for any officer
of a co-operative land mortgage bank or central co-operative land mortgage
bank to appear in person or by agent at any registration office in any
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proceeding connected with the registration of any instrument executed by
him in his official capacity or to sign as provided in section 58 of that Act.

(2) Where any instrument is so executed, the registering officerto
whom such instrument is presented for registration may, if he thinks fit, refer
to the Trustee orto such officer for any information respecting the same and
on being satisfied of the execution thereof shall register the instrument.

Power of co-operative land mortgage bank to receive moneys, efc.,
notwithstanding assignment or transfer of mortgaged deeds to a central
co-operative land mortgage bank.

-121. Notwithstanding any assignment or transfer of any mortgage by a
co-operative land mortgage bank to a central co-operative land mortgage
bank— ,

(a) all moneys due under the mortgage shall, in the absence of any
specific direction to the contrary issued by the Registrar or a Trustee in
accordance with the rules and communicated to the montigagor, be payable
to the co-operative land mortgage bank and such payment shall be as valid
as if the mortgage had not been so assigned or transferred; and

(b) the co-operative land mortgage bank shall, in the absence of any
such directioncommunicatedto it, be entitled to sue onthe mortgage ortake
any other proceeding for the recovery of the moneys due under the-
mortgage.

Mortgages executed by members of Hindu joint families.

122. (1) Where a mortgage executed in favour of a co-operative land
mortgage bank, whether before or after the commencement of this Act, is
called in question on the ground that it was executed by the manager of a
joint Hindu family for a purpose not binding on the members thereof whether
major or minor, the burden of proof shall, notwithstanding anything
contained in any other law for the time being in force, rest upon the party
which calls such mortgage in question.

(2) Forthe purpose of this section the following shall be regarded
as purposes binding on the members of a joint Hindu family—

(a) the improvement of agricultural land or of the methods of
cultivation, and

(b) the purchase of land.
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CHAPTER Xl
Enforcement of Obligations and Recovery of Sums due.
Access to documents, etc.

123. The Registrar and, subject to any restrictions prescribed, an audit
officer, arbitrator or any person conducting an inspection or inquiry under
Chapter Vi, shall at all reasonable times, have free access to the books,
accounts, documents, securities, cash and other properties belonging to or
in the custody of a co-operative society.

Power to enforce attendance of witness and production of documents.

124. The Registrar and, subject to any restrictions prescribed, an audit
officer, arbitrator or liquidator, or any person conducting an inspection or
inquiry under Chapter VIll, shall, in so far as is necessary for carrying out any
of the purposes of this Act, have power to summon and enforce the
attendance of witnesses and parties concerned and to examine them upon
oath and to compel the production of any books, accounts, documents,
securities, cash and other properties by the same means and, so far as may
be, in the same manner as provided in the Code of Civil Procedure, 1908.
(V of 1908)

Power to direct conditional attachment.

125. (1) Subjectto the rules, the Registrar, if it appears to him that any
person or co-operative society with intent to defeat or delay the execution of
any order that may be passed under Chapters 1X, X, X! or Xll—

(a) is about to dispose of the whole or any part of his or its
property; or
(b) is about to remove the whole or any part of his or its

property from the local limits of the jurisdiction of the
Registrar, '

may, unless such security is furnished as he may require, direci the
conditional attachment of the said property or such part thereof as he thinks
fit.
(2) Such attachment shall have the same force and effect as if it
had been made by a Civil Court and shall continue in force until withdrawn
or cancelled by the Registrar. ~

Power to direct payment of dues.

126. Notwithstanding anything containedinChapter IX, the Registrar or
such other person as may be prescribed may, on his own motion or on the
written requisition of a co-operative society or financing bank for the
recovery of any loan due by a defautting member, after due inquiry, make an
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award directing payment by such member of the amount found to be due.
Charge and surcharge.

127. (1) Where, as the result of an audit under section 76 or an
inspection under section 82 or section 83, or an inquiry under section 84 or
a report made in the course of the winding up of a co-operative society, it
appearsto the Registrar that any past or present officer, has at any time after
the commencement of this Act and within a period of four years prior to the
date of such audit, inspection, inquiry or report, as the case may be —

(a) intentionally made or authorised any payment which is
contrary to the provisions of this Act or to the rules or bye-laws; or

(b) by reason of his culpable negligence in respect of any
prescribed matter involved the society in any loss or deficiency; or

(c) failedto bring into account any sumwhich ought to have been
brought into account; or

(d) misappropriated or fraudulently retained any property of the
society;
the Registrar may inquire into the conduct of such officer.

(2) Upon such inquiry, after giving such ofticer an opportunity to
be heard and, in the case of a payment made contrary to the provisions of
this Act or the rules or bye-laws, after affording such officer an opportunity
to recover the amount of such payment fromthe payee and credit it to the
funds of the society, the Registrar may, subject to the rules, by an order in
writing require such officer to pay such sum to the assets of the society by
way of compensation in respect of such payment or loss or sum, orto restore
such property as the Registrar thinks fit, and to pay such sum as the
Registrar may fix to meet the cost of the proceedings under this section.

(3) This section shall apply notwithstanding that such officer may
by his act or omission have incurred criminal liability under this Act or any
other law for the time being in force.

Penatty for certain misdemeanours.

128. Where it appears to the Registrar, that any person has
contravened the provisions of this Act, the rules or bye-laws—

(a) by sitting or voting as a member of a managing committee, or
voting in the affairs of a co-operative society as a representative of another
society which is a member of such society, or exercising the rights of a
memberof a co-operative society,when such person was not entitled so to
sit or vote or exercise such rights, as the case may be, or

(b) by employing a loan for a purpose different fromthat for which
it was granted.
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the Registrar may, subject to the rules and atter atforaing such person an
opportunity to be heard, by an.order in writing direct him to pay to the assets
of the society by way of penalty such sum as the Registrar thinks fit in respect
of every such contravention.

Registrar's power to enforce performance of obligations.

- 129. Notwithstanding anything contained in this Act, where any co-
operative society is required to take any action under this Act, the rules or
the bye-laws and such action is not taken—

(a) within the time provided in this Act, the rules or the bye-laws;
or {b) where no time is so provided, within such time, having regard
to the nature and extent of the actionto be taken, as the Registrar may
specify by a notice in writing.

The Registrar may call upon any officer of the society whom, in accordance
with such principles as may be prescribed, he considers to be responsible
for the carrying out of his directions and, after giving such officer an
opportunity to be heard, may require him to pay to the assets of the society
such sum not exceeding twenty-five takas as the Registrar may think fit for
each day until the Registrar's directions are carried out.

Recovery of sums due

130. Any sum payable to the Bangladesh Government or to a co-
operative society orthe authority constituted under section 81 inaccordance
with any order, decision or award under this Act shall be recoverable in the
manner provided in the Third Schedule:

Provided that, notwithstanding anything contained in the Code of Civil
Procedure, 1908, (Act of 1908) or in any other law for the time being in force,
any sum payable in accordance with an award made under section 126 in
respect of default in the payment of a loan taken under section 51 or of any
instalment of such loan, shall be recoverable—

(@) if the salary of the member exceeds thirty takas per
mensem, by the attachment of such salary to the extent
of the instalment in respect of which default has been
made or of half the difference between such salary and
thirty takas, whichever is less, and

(b) it the salary of the member does not exceed thirty takas
per mensem, by the attachment of such salary to the
extent of the instalment in respect of which default has
been made or of '[six poisha] in every taka of such
salary, whichever is less.

'The words within square brackets were substituted for the words "one anna” by East
Pakistan Ordinance XXVII of 1960, section 5.
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Acts of societies, etc., not to be invalidated by cenain defects.

131. (1) No act of a.co-operative society or managing committee or of
any office or liquidator done in good faith in pursuance of the business of the
society shall be deemed to be invalid by reason only of some defect
subsequently discovered in the organisaiion of the society or in the
constitution of the managing committee or in the appointment or election of
the officer of fiquidator or on the ground that such officer or liquidator was
disqualified for his appointment.

(2) No act done in good faith by any person appointed under this
Act shall be invalid merely by reason of the fact that his appointment has
been cancelled by or in consquence of any order subsequently passed
under this Act.

(3) The Registrar shall decide whether any act was done in good
faith in pursuance of the business of a society.

CHAPTER Xl
Jurisdiction, Appeal and Revision.
Indemnity.
132. No suit, prosecutionor legal proceedings whatever shall lie against
the Registrar or any person subordinate to him or acting on his authority or

against a Trustee in respect of anything in good faith done or purporting to
be done under this Act.
Bar to jurisdiction of Courts.
133. (1) Save as provided in This Act, no Civil or Revenue Coun shall
have any jurisdiction in respect of—

{a) the registration of a co-operative society or its bye-laws or of

an amendment of its bye-laws; or

(b) thedissolutionof amanagingcommittee andthe management

of the society on dissoiution thereof; or

(c) any dispute required under section 86 to be referred to the

Registrar; or

(d) any matter concerned with the winding up and dissolution of a

co-operative society.

(2) While a co-operative society is being wound up no suit of other
legal proceeding relating to the business of such society shall be proceeded
with or instituted against the liquidator as such or against the society or any
member thereof except by leave of the Registrar and subject to such terms
as he may impose.

(3) Save as provided in this Act, no order, decisionor award under
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this Act shall be liable to be challenged, set aside, modified, revised or
declared void in any Court on any ground whatsoever except want of
jurisdiction.

Appeal.

'134. (1) An appeal shall lie from an order shown in column 2 of the
Fourth Schedule to the authority shown in column 3 and within the period
shown in column 4 thereof.

(2) Save as provided in this Act, no appeal shall lie against any
order, decision or award passed in accordance with this Act, and every such
order, decision or award shall be final.

Review and revision.

135. (1) The Bangladesh Government may call for ana examine the
record of any enquiry or inspection held or made under this Act or the
proceedings of the Registrar or any person subordinate to him or acting on
his authority, and may pass thereon such orders as it thinks fit.

(2) The Registrar may at any time —
(@) revise any order passed by himself; or

(b) call for and examine the record of any enquiry or inspection heid
or made under this Act or the proceedings of any person
subordinate to himor acting on his authority, and it it appears to him
that any decision, order or award or any proceedings sc called for
should for any reason be modified, annulled or reversed, may pass
such orders thereon as he thinks fit;

Provided that, before any order is made under clause

(a) e.g.clause (b), the Registrar shall afford to any person, likely to be
affected adversely by such order, an opportunity of being heard.

CHAPTER XIV
Offences, Penalties and Procedure.
Offences and penalties.

136. Any person mentioned in column 3 of the Fifth Schedule who is
guilty of an offence shown in column 2 thereof shall, ;notwithstanding
anything contained in this Act or any other law for the time being in force, be
liable on conviction to the penalty shown in column 4 thereof.
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Cognisance of offences.

137. (1) No Court inferior to thatof 1* * * a Magistrate of
the first class shalil try any offence under this Act.

(2) For the purposes of the Code of Criminal Procedure, 1898,
every offence under this Act shall be deemed to be non-cognisable.

(3) No prosecution shall be instituted under this Act without the
previcus sanction of the Registrar.

Presumption raised by entry in register of members, etc.

138. Any register of members or shares kept by a co-operative society
inthe prescribed manner shall be primafacie evidence of any of the following
particulars entered therein —

(a) the date on which the name of any person was entered in such
register or list as a member; and

(b) the date on which any such person caused to be a member.
Proofs of entries in society’s books.

139. (1) A copy of any entry in a book of a co-operative society,
regularly kept in the course of business and in the prescribed manner, shall,
if certified in the prescribed manner, be received in any suit or legal
proceeding as prima facie evidence of the existence of such entry, and shall
be admitted as evidence of the matters, transactions and accounts therein
recorded in every case where, and to the sam extent as, the original entry
itself is admissible.

{(2) No ofticer or liquidator of a co-operative society and no officer
in whose office the books of a co-operative society are deposited after the
society has been wound up shall, in any legal proceedings to which the
society or the liquidator is not a party, be compelled to produce any of the
society's books the contents of which can be proved under sub-section (1),
or to appear as a witness to prove the matters, transactions and accounts
therein recorded, uniess specially so directed by an order of the Court orthe
arbitrator.

CHAPTER XV
Rules.
Powers to make rules.

140. (1) The Bangladesh Government may, for the whole or any part
of [Bangladesh}, and for any co-operative society or class of co-operative

'These words were substituted for the word "Bengal” by East Pakistan Ordinance
XXVIll of 1960, First Schedule.
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societies, after previous publication, make rules to carry out the purposes of
this Act.

(2) Inparticular andwithout prejudice to the generality of the foregoing
- power such rules may provide for all or any of the following matters,
namely -—

(i) ~ the sums which, in addition to those referred to in clause (0)
of section 2, shall be deducted from profits;

(i) the period which shall be a co-operative year,

(iii) the exemption of any society orclass of societies fromandthe

extent of application to, any society or class of societies of,
any of the provisions of this Act;

{iv) the extent and manner of delegation of powers Yand dities]
entrusted to the Registrar;

v the conditions for registration of any co-operative society or
class of societies;

(vi) the forms to be used and the conditions to be complied with

in the making of an application for the registration of a co-
operative society and the procedure in the matter of such

application;

(vii) the procedure and conditions forthe division of a co-operative
society and amalgamation of co-operative societies;

(viii) the extent to which a co-operative socnety may limit the
number of its members;

(ix) the matters in respect of which a co-operative society shall or

may make bye-laws, and the procedure and conditions for
amending the bye-laws;

(x) the procedure and conditions forthe exercise by the financing
bank of the powers conferred by section 18;

(xi) the procedure for calling and holding general meetings, and
the powers to be exercised by such meetings;

(xii) the circumstances in which delegates may be elected for the

purposes of section 20, the manner of electing delegates for
any of the purposes of this Act and the manner in which
delegates so elected, shall vote;

(xiit) the date for the closing of the annual accounts of a co-
operative society;

The words "a Presidency Magistrate or" were omitted by East Pakistan Ordinance
XXViii of 1960, First Schedule.
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(xiv)
(xv)
(xvi)
(xvii)
(xviil)
(xix)
(0

(xxi)

(xxii)
(xxii)

(xxiv)

the method of constituting the managing committee of a co-
operative society (including the appointment of persons to
represent appropriate interests);

the qualifications, disqualitication, term of office, suspension
and removal of members of managing commitiees and
officers of different classes of co-operative societies;

the procedure at meetings of the managing committee and
the powers to be exercised and the duties to be performed by
the managing committee and officers of a society;

the conditions of deputation of, and the powers to be
exercised and duties to be performed by, a Y[Servant of
Bangladesh] deputed under section 24;

the procedure and conditions for the suspension or
supersession of the managing commitiee of a co-operative
society and the method of appointment and qualifications of
a person appointed under section 26;

the procedure for registering the address ot a co-operative |
society and any change of its address;

the minimum number of paid staff to be employed by different
classes of co-operative societies and the qualifications
thereof;

- the accounts, books and registers to be kept and the returns

to be submitted by a co-operative society, the form in which
and the persons by whom such accounts, books and
registers shall be kept and such returns submitted, the
method in which such accounts, books and registers shall be
kept in custody and destroyed and the charges which may be
assessed and levied for the preparation of any return not
submitted in accordance with the rules;

the documents to be kept open to inspection by a co-
operative society under section 30;

the manner in which the balance sheet shall be published
under section 31;

the conditions and terms under which, the manner in which

andthe extentto which funds may be raisedby a co-operative
society by means of shares, deposits, debentures or

*These words within square bracksts were substituted for the words "Servant of the

Crown"by E.P. ACT XIIl OF 1964. Formerly the words "Government Servant” were
substituted for the words "Servant of the Crown" by E.P. Ord. XIll of 1962.



(xxv)
{xxvi)

(xxvii)

{xxviii)

(xxix)

(xxx)

(xxxi)
(XXXii)

(xxxiii)
(xxxiv)

(a)
)
©

o
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otherwise, and the manner in which provision shall be made
for the maintenance of fluid resource;

the procedure and conditions for the issue, redemption, re-
issue, transfer, replacement or conversion of debentures,
issued by a co-operative society;

the maximum amount of principal, the rate of interest and
other conditions for the guarantee of debentures under
section 33;

the procedure and conditions for varying an instrument of
trust between the Trustee and a co-operative society;

the procedure whereby, and the conditions under which,
guarantees orfinancial asistance may be givenunder section
33 or section 38,

the payments to be made and the conditions to be complied
with by members applying for loans from a co-operative
society, the period for which loans may be made and the
amount which may be lent to an individual member;

the conditions in which and the extent to which loans may be
made in relaxation of the provisions of sub-section (1) of
section 39 and the determination by a society of the maximum
and normal credits of its members;

the manner in which coop. societies may be given an
opportunity of being heard under sub-section (2) of section
39;

the prohibition and restrictions subject to which co-operative
societies may transact business with persons who are not
members;

the procedure and conditions for change of the form of liability
of a co-operative society under section 43;

in any case in which a notice or process is issued under this
Act or the rules —

the form of the notice or process;
the period of ;notice to be given,

the persons on or against whom the notice or process shall
be issued; and

the conditions to be fulfilled in order to establish proof of the
service of such notice or process;



{xxxv)

{xxxvi)
{xxxvii)

(xxxviii)

(xxxix)

(xh

(xii)

(xlii)
(xliii)
(xliv)

(xlv)

(xlvi)

the form of the written statement of claim required by section
44,

the form of application under, the form of map and statement
and the manner of their publication required by, and the
manner of levying water rate and embankment protection
rate provided in sections 48 and 49;

the conditions in which any charge in favour of & co-operative
society shallbe satisfied and the extent to which andthe order
in which the property subject to the charge shall be used inits
satisfaction;

the form of and procedure for an application under section 54
and the procedure for calling, holding and conducting a
meeting under that section;

the manner in which a co-operative society may invest or
deposit its funds under section 55;

the proportion which shall be annually carried under section
56 to the reserve fund from the net profits of a co-operative
society, the extent to which a society may use its reserve fund
inits business andthe method in which the reserve fund shall
be invested;

the conditions in which, and the extent to which, the profits of
aco-operative society may be distributed among its members
under section 57;

the co-operative purposes for which a co-operative society
shall under section 58 contribute a percentage of its net
profits, the extent of the contribution which may be made
under clause (b) of that section and the manner of making
such contributions;

the amount or proportion of contribution which a co-operative
society may make to a provident fund under section 59;

the conditions in which a member of a co-operative society
shall be disqualified from voting under sub-section (2) of
section 60;

the conditions to be complied with by a person applying for
admission or admitted as a member of a co-operative society,
the procedure for the admission, expulsion and resignation’of
members and the conditions for the exercise by members of
the rights of membership;

the manner of recalling a loan under section 63;



(xIvii)
(xlviii)
(xlx)

()

(li)
(lii)
(lii)

(liv)

(iv)

(Ivi)

(Ivil)
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the maximum portion of the share capital of a co-operative
society which may be held by a member under section 67;

the conditions for the maximum holding of member under
section 68;

the procedure and conditions for, and the method of,
nomination by a member of a transferee under section 69;

the procedure and conditions for the substitution by a society
under sub-section (1) of section 70 of another person for the
nominee of a deceased member and for the decision by the
society to proceed under sub-section (2) of that section, and
the procedure for calculating the value of the share orinterest
of a member or the sums due to him for the purposes of
sections 70 to 74 inclusive;

the manner of determining the valiue of land for the purposes
of clause (3) of section 72;

the circumstances and manner in which a member may
resign or be expelled from a co-operative society;

the procedure by which a co-operative society shall calculate
and write off bad debts;

the date by which the annual audit shallbe made and an audit
report submitted, the procedure of an audit officer conducting
an audit, the matters on which he shall submit a report, the
form in which the statement of accounts shall be prepared for
his audit, the limits within which he may examine the
monetary transactions of the society, the form of his audit
report and statement of accounts audited and the charges, it
any, to be paid by a co-operative society for audit;

the manner in which appointments shall be made and control
exercised by, and the number of persons comprising, and the
other functions to be performed by the authority constituted
under section 81, the manner of election and nomination of
such persons, the fee to be paid to such authority and the
manner of such payment;

the conditions to be fulfiled and the qualifications to be
possessed by a member of the paid-staff of a financing bank
certitied by the Registrar under sub-section (2) of seciton 82;

the qualifications of and method of appointing an arbitrator,
the procedure to be followed in proceedings under Chapter IX
and the method of calculating charges incidental to such
proceedings and of enforcing decisions therein;
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(Iviii)

(lix)

(Ix)

(Ixi)

(Iii)

(Ixiii)

(a)

(b)

(©)
(d)

(e)
(®

the cases in which and the conditions under which it shall be
obligatory upon the Registrarto order the winding up of a co-
operative society;

the procedure for the appointment and removal of, and forthe

payment of a remuneration to, a liquidator, the condition of
such appointment, the conditions in which the Registrar shall

. exercise control of a liquidator and direct him to exercise his

powers under section 91, and the procedure to be followed in
proceedings under Chapter X;

the manner inwhich the surplus assets of a society which has

been wound up shall be disposed of and its records shall be

deposited;

the manner of effecting distraint and the procedure for the

custody, preservation and sale of the property distrained

(including such as is perishable), the investigation of claims

of persons other than the defaulter any right or interest in the

distrained property and the postponement of sale pending

such investigation;

the qualifications and method of appointment of a Sale Officer.
under section 120 and the powers and functions which such
a Sale Officer may exercise; :

in the case of a sale of immovable property under Chapter

Xi—

the procedure for proclamation and conduct of the sale and
the conditions in whrch an attempted sale may be

abandoned;

the method of calculating the expenses incidental to the sale
or attempted sale;

the procedure for the receipt, deposit and disposal of the

proceeds of sale;

the procedure for a resale if an attempted sale is abandoned

orthe purchase money is not deposited within the prescribed
time, and the penalty to be levied against a purchaser who
fails so to deposit the purchase money;

the penod within which an application to set aside a sale
under section 105 shall be made;

the procedure for the payment to the purchaser of the
purchase money and compensation deposited under section
105;



(@)

(h)

(i)

(Ixiv)

(Ixv)

(Ixvi)

(Ixvii)

(Ixviii)
(Ixix)

(Ixx)
(Ixxi)

(Ixxii)

(Ixxiii)
(Ixiv)
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the form and method of submission of a report by a co-
operative land mortgage bank under sub-section (1) of
section 106;

the form of sale certificate under section 108, the form of the
notices to be supplied under sub-section (3) of that section,
the fee payable for the service of such ;notices, and the
manner of serving such notices on, and of transmitting
landlord's fee to, the landlord named in such notices; an

the procedure for the delivery by the Court of the property
purchased to the purchaser under section 109;

the time within which and the procedure according to which
property purchased by a co-operative land mortgage bank at
a sale of immovable property under Chapter XI shall be
disposed of by the bank;

in respect of a receiver appointed under section 112, the
conditions in which he may be appointed or removed, the
powers and functions which he may exercise and his
procedure in the exercise thereof and the expenses of
management and the remuneration which he may receive;

thé_circumstances in which action may be taken by the bank
against the mortgagor under section-114 and the proportion
referred to in the explanation to that section;

the procedure and conditions for the exercise of the powers
conferred by section 115, and for the imposition of restriction
by the Trustee or the Registrar upon a co-operative land
mortgage bank under section 121;

the fee payable under sections 118 and 119;

the procedure and conditions for the exercise of the powers
conferred by sections 123 and 124; ‘ ‘

the procedure for the conditional attachment of property
under section 125;

the persons who may make awards under section 126;

the procedure and principles for the conduct of an inquiry
under section 127 and the matters referred to in clause (b) of
sub-section (1) thereof;

the exercise of the powers conferred by section 128;

the procedure and principles for the exercise of the powers
conferred by section 129;



{Ixxv) in the case of appeals lying to the Bangladesh Government,
the authority to which the power of hearing appeals may be
delegated;

(Ixxvi)  the method of certification of any document under section
139, the procedure and conditons for obtaining copies of
documents and the charges to be levied for the supply of
certified or uncenrtified copies;

(Ixxvii) . the procedure and conditions for inspecting documents in the
office of the Registrar and the charges, if any, 10 be levied for
such inspection;

(Ixxviii) the procedure for and method of calculating any costs,
charges or expenses required to be levied under this Act or
the rules;

(Ixxix) the procedure for and method of recovery of any sums due
under this Act or the rules;

(Ixxx) the method of communicating or publishing any order,
decision or award required to be communicated or published
under this Act or the rules.

(3) inmaking any rule underthis Act the Bangladesh Government may
direct that any person committing a breach thereof shall on conviction by a
Court be punishable with fine which may extend to fifty takas and, where the
breach is a continuing one, with further fine which may extend to ten takas
for every day after the first during which the breach continues subsequent
to such conviction.

Repeal and savings.

(4) Notwithstanding such repeal, anything done or any action taken,
including any order made or direction given under the Co-operative
Societies Act, 1940 (Bengal Act, XXI of 1940), as amended by the said
ordinance shall be deemedto have baen done, taken, made or given, asthe
case may be under the said Act, as amended by this Act.'

1Co-operative Societies (Amendment) Ordinance,- 1974 (Ordi, X! of 1574), is hereby
repealed. ‘



FIRST SCHEDULE
Enactments Repealed.

[Repealed by the Bengal Repealing and Amending Act, 1946

(Ben. Act XVI of 1946)]

SECOND SCHEDULE

Powers exclusively exercisable by the Registrar

(See Section 10.)

Serial

Section
2

Powers
3

18

43(1)

56(4)(c)

127(2)

128

129

133(2)

137(3)

. To register an amendment of a bye-law of a co-operative

society which is a member of a financing bank, if the financing
bank considers such amendmnt to be necessary or desirable
and if the society has failed to make the amendment when
called upon by the bank to do so.

. To approve a change in the form of liability of a co-operative

society.

. To approve the bank, other than a Government Saving Bank

in which the reserve fund of a co-operative society may be
invested or deposited.

. Torequire of any person who has taken partin the organization

or management of a co-operative society or any past or
present officer of such society, to contribute to the assets of the
sociely any sum by way of compensation for any payment
made, loss incurred or sum not accounted for in consequence
of the action of such person or officer, or to restore any
property misappropriated or fraudulently retained by such
person or officer, and to require such person or officer to pay
any sum to meet the costs of proceedings under this section.

.. To impose penalties for certain contraventions of the

provisions of this Act, the rules or bye-laws.

. To enforce performance of certain obligations by a co-

operative society, and to require the officer of the society whom
the Registrar considers to be responsible for default to pay a
certain sum to the assets of the society.

. To give leave and impose terms for the institution of a suit or

other legal proceeding against a liquidator, a co-operative
society or any member thersof while such society is being
wound up. g

. To sanction the institution of any prosecution under this Act.




THIRD SCHEDULE

Recovery of sums due.
{See Section 130)

. Serial
1

Nature of sum due
2

Method of recovery.
3

Expenses incurred in writing up the
accounts of a society under section
77; and sums awarded under section
129.

Costs of an inquiry or inspection
apportioned under section 85; reco-
vety of dues awardd under section
126; contributions by way of com-
pensation awarded under section 127
and sums awarded under section 128.

Sums awarded to a co-operative
society by anny order made under
section 87 or by an award having the
effect of a final mortgage decree
under section 88. -

Sums assessed by a liquidator as
contributions under section 91,

Sums due under any rule. made under
this Act.

By the '[Certificate Officer] as a public
demand *{under the Bengal Pubiic
Demands Recovery Act, 1913 (Ben. Act
Il of 1913)] upon requisition by the
Registrar or, in the case of section 77,
with his approval, by the audit officer.

By the '[Certificate Officer] as a public
demand Hunder the Bengal Public
Demands Recovery Act, 1913 (Ben. Act
lit of 1913)] upon requisition by the
Registrar.

By the '[Certificate Officer] as a public
demand *under the Bengal Public
Demands Recovery Act, 1913 (Ben. Act
Il of 1913)] upon requisition by the
society; or:

By any Civil Court having local jurisdic-
tion, in the same manner as a decree
of such court,upon application by the
society.

By the '[Certificate Officer] as a public
demand *Junder the Bengal Public
Demands Recovery Act, 1913 (Ben. Act
Il of 1913)] upon requisition by the
Registrar or by the liquidator.

In the manner prescribed.

'These words were substituted for the word "Collector” by section 2(1) of the Bengal
Cooperative Societies (East Bengal Amendment) Act, 1949 (East Bengal Act iii of 1949).

*These words were inserted by section 2(2), ibid.



'FOURTH SCHEDULE

rate under section 48
or of employment
protection rate under
section 49.

Appeals
{See Section 134)
Sl.  Order appealable By whom the appeal may be Period of limitation
No. preferred; and authority to
which appeal lies

1 2 3 4

1. Anorderrefusingto By any member of the society - Two months from the
register a co-opera-  (a) if passed by the Register, to the date on which the order
tive society under Bangladesh Government is communicated to the
section 15 or an (b)if passed by the Joint Registrar, society.
amendment of a to the Registrar;
bye-law under (c) if passed by the Deputy Registrar,

: section 17. to the Joint Registrar;
(d) if passed by the Asstt. Registrar,
to the Deputy Registrar.

2. Anorderrefusing to By the financing bank, to the Two months from the
register an amend- Bangladesh Government. date on which the order
ment under \ is communicated to the
section 18. financing Bank.

3. Anocider dissolving a By any member of the managing Two months from the
managing committee committee— date on which the order
or an order of (a)if passed by the Registrar, to the is communicated to the
disqualification under Bangladesh Government; society.
section 25. (b) if passed by the Joint Registrar,

to the Registrar;

(c) if passed by the Dy.Registrar,
to the Joint Registrar; or

(d)it passed by the Assistant Regis-
trar, to the Deputy Registrar.

4. Anentry nor omi- By any person aggrieved, to the One month from the
ssion from the map or Collector. ‘ date of publication of
the statement of the statement.
imigable area prepared
under section 48 or of
protected area prepared
under section 49.

5. Assessment of water By any person aggrieved— One month from the

(a)to the Registrar, if assessedby  date of assessment.
Joint Registrar;

(b) to the Joint Registrar, if assessed
by Deputy Registrar;

(c) to the Deputy Registrar, if
assessed by Assistant Registrar.

'This new Schedule was substituted for the former Schedule by East Pakistan Act XVII of
1964, section 34,



1 2 3 4

6. An order under By any person aggrieved, to the One month from the
section 85 appor- District Judge. date on which the order
tioning costs. was communicated to

the person aggrieved.

7. Any order, decision or By any person aggrieved— One month from the
award of the Registrar (a)if passed by the Registrar, to date on which the
or an arbitrator under the Bangladesh Government; order, decision or
section 87 or 88. (b) if passed by Joint Registrar, award was communi-

to the Registrar; cated to the person
(c) if passed by the Dy. Registrar, aggrieved
1o the Joint Registrar;
(d)if passed by the Assistant Registrar,
to the Deputy Registrar; or
(e) if passed by any other person, to the
Assistant Registrar.

8.  An order passed under By any member of the society— Two months from the
section 89 for the (a)if passed by the Registrar, to the date on which the
winding up of a society.  Bangladesh Government; order was communi-

(b) if passed by the joint Registrar, cated to the saciety.
to the Registrar;

(c) if passed by the Deputy Registrar,
to the Joint Registrar; or

(d)if passed by the Assistant Registrar,
to the Deputy Registrar.

9.  Any order, decision or By any person aggrieved— Two months from the
award of a liquidator  (a)to the Registrar, if passed by the date onwhich the order
under section 91. Joint Registrar; decision or award was

(b) to the Joint Registrar, if passed communicated to the
by the Deputy Registrar; person aggrieved.
(c) to the Deputy Registrar, if
passed by the Asstt. Registrar;
(d) to the Assistant Registrar, if
passed by any any other person.

10.  An order passed under By any person aggrieved, to the Three months from the
section 127 or section District judge. date on which the order
129. was communicated to

the person aggrieved.

11. . Any order or decision By the person declared by the rules The period prescribed.

declared by rules to be competent to appeal to the
under this Actto be  prescribed authority.
appealable.



FIFTH SCHEDULE
Offences and Penalties

(See Section 136)

Sl.

No.

Offences

2

Person liable

3

Penalty

4

Unauthorised use of the
word "co-operative” in
any name or title under
which business is
carried on in
contravention of
section 7.

Wilful neglect or
refusal by any person
to do any act, make
any teturn or furnish
any information requi-
red to be done,made
or furnished under
this Act or the rules.

wilfully making a false
return of furnishing
false information
required to be made
or furnished under
this Act or the rules.

Remaving or other-
wise disposing of

or suffering to be
removed or otherwise

The company, society or person
carrying on business under a
name or title in which the word
is thus used.

The person neglecting or
refusing to do the act, make the

return or furnish the information.

The person witfully making. the
false return or furnishing the
false information.

The person by whom or on
whose behalf the property is
removed or disposed of or
the act done.

Fine which may extend
to fifty takas; and in the
the case of a continuing
offence a further fine of
five takas for each day
on which the offence is
continued after convic-
tion therefor.

Fine which may extend
to fifty takas; and in the
case of a continuing
offence a further fine of
five takas for each day
on which the offence is
continued after
conviction therefor.

Fine which may extend
to one hundred takas.

Fine which may extend
to two hundred takas.

disposed of any property
on which a co-operative
society holds a first
charge under Section 47
with intent to defraud the
society or with such
intent doing any other
act to the prejudice of the
society's first charge.

Any act or omission
declared by the rules
to be an offence.

The person rendered liable
by the rules.

The penalty provided
in the rules.
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MINISTRY OF LAW AND PARLIAMENT AFFAIRS
NOTIFICATION
Dacca, the 6th September, 1976.

No. 830-Pub. —The following Martial Law Regulation made by the
President and Chief Martial Law Administrator of the People's Republic of
Bangladesh, on the 6th September, 1976, is hereby published for general
information.

THE CO-OPERATIVE SOCIETY
(SPECIAL PROVISION) REGULATION, 1976.
Martiat Law Reguiation No. XXVIii of 1976.

WHEREAS it is expedient to make a Martial Law Regulation for the
purposes hereinafter appearing;

Now, THEREFORE, in pursuance of the proclamations of the 20th
August, 1975, and 8th November, 1975, and in exercise of ali powers
enabling him in that behalf, the Chief Martial Law Administrator is pleased
to make the following Regulation:

1. Short title—This Regulation may be called the Co-operative
Societies (Special Provision) Regulation, 1976.

2. Supersessionof Managing Committees of Co-operative Societies,
etc.—
(1) Notwithstanding anything contained in the Co-operative Societies
Act, 1940 (Beng. Act XXI of 1940), or in any other law for the time being in
force, or in any bye-laws of a Co-operative Society, the Government may,
~if it is of the opinion that it is necessary in the public interest so to do, by
order,—

(a) supersede the Managing Committee of a Co-operative Society for
such period as may be specified in the order.

(b) remove from office any office-bearer or member of the Managing
Committee of a Co-operative Society and appoint any other personto act as
such office-bearer or member until a new office-bearer or member is elected
in accordance with law: ‘

(2) When an order of supersession has been made under sub-
paragraph (1),—



!

(a) all office-bearers and members of the Managing Committee shall
cease to hold, and vacate, their offices;

(b} allfunctions of the Managing Committee shall, during the period of
supersession, be performed by such person or Committee as the
Government may appoint in this behalf.

{3) A person or Committee appointed by the Government under
clause (b) of sub-paragraph (2) shail, on the direction of the Government,
before the expiry of the period of supersession take necessary steps to
reconstitute the Managing Committee in accordance with the said Act and
the rules made thereunder and the bye-laws of the Co-operative Society so
that the reconstituted Committee may function on such expiry.

3. Jurisdiction of Count barred.—No court shall enquire into or
guestionthe validity of any order made or actiontaken under this Regutation.

SD/- ABU SADAT MOHAMMAD SAYEM
President
and
DACCA; Chief Martial Law Administrator.
The 6th September, 1976.






INDIA

THE MULTI-STATE CO-OPERATIVE
SOCIETIES ACT, 1984

No. 51 oF 1984

[18th August, 1984

An Act to consolidate and amend the law relating to co-operative
societies with objects not confined to one State and serving the interests of
members in more than one State.

Beitenacted by Parliament in the Thirty-fifth Year of the Repubic of India
as follows:— '
CHAPTER |
Preliminary
Short title, extent and commencement.

1. (1) This Act may be called the Multi-State Co-operative Societies
Act, 1984,

(2) It extends to the whole of India.
(3) It shall come into force on such. date as the Central
Government may, by notification in the Official Gazette, appoint.
Application.

2, This Act shall apply to —

{a) all co-operative societies, with objects not confined to one
State, which were incorporated before the commencement of this Act.
(i) under the Co-operative Societies Act, 1912, (20of 1912)
or

(i)  under any other law relating to co-operative societies in
force in any State or in pursuance of the Multi-unit Co-
operative Societies Act, 1942 (6 of 1942)

and the registration of which has not been cancelled before such
commencement; and

(b) all multi-State co?operative societies.
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Definitions.
3. Inthis Act, uniess the context otherwise requires,—

(a) "board" means the board of directors or the governing body
of a multi-State co-operative society by whatever name called, to which the
direction and control of the management of the affairs of the society is
entrusted;

(b) "bye-laws" means the bye-laws for the time being in force which
have been duly registered under this Act and includes amendments thereto
which have been duly registered under this Act;

(c) "Central Registrar' means the Central Registrar of Co-
operative Societies appointed under sub-section (1) of section 4 and
includes any officer empowered to exercise the powers of the Central
Registrar under sub-section (2) of that section;

(d) "Chief Executive" means a Chief Executive of a multi-State co-
operative society appointed under section 44;

{e) "co-operative bank" means a multi-State co-operative society
which undertakes banking business;

(i “co-operative principles” means the co-operative principles
specitied in the First Schedule;

(@) "co-operative society" means a society registered or deemedto
be registered under any law relating to co-operative societies for the time
being in force in any State;

(h) "co-operative year", in relation to any multi-State co-operative

-society or class of such societies, means the year ending on the 30th day of

June and where the accounts of such society or class of such societies are,

with the previous sanction of the Central Registrar, balanced on any other
day, the year ending on such day;

(i) "Deposit Insurance Corporation” means the Deposit Insurance
and Credit Guarantee Corporation established under section 3 of the
Deposit Insurance Corporation Act, 1961 (47 of 1961); -

(i) "member" means a person joining in the application for the
registration of a multi-State co-operative society and includes a person
admitted {o membership after such registration in accordance with the
provisions of this Act, the rules and the bye-laws;

(k) "multi-State co-operative society" means a society registered
or deemed to be registered under this Act and includes a national co-
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operative society;

() "multi-State co-operative society with limited liability" means a
society having the liability of its members limited by its bye-laws to the
amount, if any, unpaid on the shares respectively, held by them or to such
amount as they may, respectively, thereby undertake to contribute to the
assets of the society, in the event of its being wound up;

(m) "national co-operative society" means a multi-State co-
operative society specified in the Second Schedule;

(n) "notification” means a notification published in the Official
Gazette;

(o) "officer” means a president, vice-president, chairman, vice-
chairman, managing director, secretary, manager, member of a board,
treasurer, liquidator, an administrator appointed under section 48 and
includes any other person empowered under this Act or the rules or the bye-
laws to give directions in regard to the business of a multi-State co-operative
society;

(p) "prescribed” means prescribed by rules;

(q) "Reserve Bank" means the Reserve Bank of India constituted
under the Reserve Bank of India Act, 1934 (2 of 1934);

(r) "rules” means the rules made under this Act.

CHAPTER il
Central Registrar and Registration of Societies

Central Registrar

4. (1) The Central Government may appoint a person to be the
Central Registrar of Co-operative Societies and may appoint such other
persons as it may think fit to assist the Central Registrar.

(2) The Central Government may, by notification, direct that any
power exercisable by the Central Registrar under this Act (other than the
power of registration of a multi-State co-operative society) shall in relation
to such society, and such matters as may be specified in the notification be
exercisable also by any other officer of the Central Government or of a State
Government as may be authorised by the Central Government subject to
such conditions as may be specified therein:

Provided that no officer of a State Government shali be empowered to
exercise such power in relation to a national co-operative society:
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Provided further that no officer of a State Government below the rank of
the Registrar of Co-operative Societies shailbe empowered to exercise any
power exercisable by the Central Registrar under section 87.

Multi-State co-operative societies which may be registereq.

5. (1) No muiti-State co-operative society shall be registered under
this Act, unless the main objects of the society are to serve the interests of
members in more than one State.

(2) Subject to the provisions of sub-section (1), a multi-State co-
operative sociely, which has as its objects the promotion of the economic
and social betterment of its members through mutual aid in accordance with
the co-operative principles or amulti-State co-operative society established
with the object of facilitating the operations of other such societies or of co-
operative societies or of both may be registered under this Act.

(3) Theword"Limited"orits equivalentin any Indian language shall
be suffixed to the name of every multi-State co-operative society registered
underthis Act with limited liability.

Application for registration.

6. (1) Forthe purposes of registration of a multi-State co-operative
society under this Act, an application shall be made to the Central Registrar
in such form and with such particulars as may be prescribed.

(2) The application shall be signed —

(a) inthe case of a multi-State co-operative society of which all the
members are individuals, by at least fifty persons from each of the States
concerned;

(b) in the case of a multi-State co-operative society of which the
members are co-operative societies, by duly authorised representatives on
behalf of at least two such societies as are not registered in the same State;
and

(c) in the case of a multi-State co-operative society of which
another multi-State co-operative society and other co-operative societies
are members, by duly authorised representatives of each of such societies

Provided that not less than two of the co-operative societies referred
to in clause (b) or clause (c), as the case may be, shall be such as are not
registered in the same State.

(3} The application shall be accompanied by four copies of the
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proposed bye-laws of the multi-State co-operative society and the persons
by whom or on whose behalf such application is made shall furnish such
information in regard to the society as the Central Registrar may require.

Registration.
7. (1) Ifthe Central Registrar is satisfied —

(a) thatthe application complies with the provisions of this Act and
the rules;

(b) thatthe proposed multi-State co-operative society satisfies the
basic criterion that its objects are to serve the interests of membersin more
than one State;

(c) that there is no other multi-State co-operative society having
similar area of operation and identical objects;

(d) thatthe proposed bye-laws are not contrary to the provisions of
this Act and the rules; and

(e) that the proposed multi-State co-operative society has
reasonable prospects of becoming a viable unit;

he may registerthe mulii-State co-operative society andits bye-
laws.

(2) Where the Central Registrar refuses to register a muiti-State
co-operative society, he shall communicaté the order of refusal together with
the reasons therefor, to such number of the apphcants and in such manner
as may be prescribed.

(3) The application for registration shall be disposeu of by the
Central Registrar within a period of six months from the date of receipt
thereof by him:

Provided that if the Central Registrar is unable to dispose of the
application within the period aforesaid, he shall make a report to the Central
Government stating therein the reasons for his inability to do so, and the
Central Government may allow him such further period or periods as is
considered necessary to dispose of such application.

Registration certificate

8. Where a multi-State co-operative society is registered under this
Act, the Central Registrar shall issue a certificate of registration signed by
him, which shall be conclusive evidence that the society therein mentioned
is duly registered under this Act, unless it is proved that the registration of
the society has been cancelied.
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Amendment of bye-laws of a multi-State co-operative society

9. (1) No amendment of any bye-laws of & multi-State co-operative
society shall be valid, unless such amendment has been registered under
this Act. '

(2) Every proposal for such amendment shall be forwarded to the
Qentral Registrar and if the Central Registrar is satisfied that the proposed
amendment —

(a) is not contrary to the provisions of this Act or of the rules;
(b) does not conflict with co-operative principles; and

(c) willpromote the economic interests of the members of the multi-
State co-operative society.

he may registerthe amendment within a period of six months from
the date of receipt thereof by him:

Provided that if the Central Registrar is unable to register the
amendment within the period aforesaid he shall make a report to the Central
Government stating therein the reasons for his inability to do so, and the
Central Government may allow him such further period or periods as is
considered necessary to register the amendment.

(3) The Central Registrar shall forward to the multi-State co-
operative society a copy of the registered amendment together with a
certificate signed by him and such certificate shall be conclusive evidence
that the amendment has been duly registered.

(4) Wherethe Central Registrar refuses to register an amendment
of the bye-laws of a multi-State co-operative society, he shall communicate
the order of refusal together with the reasons therefor to the Chief Executive
of the society in the manner prescribed within seven days from the date of
such refusal.

When amendment of bye-laws comes into force

10. Anamendment of the bye-laws of a multi-State co-operative society
shall, unless it is expressed to come into operation on a particular day, come
into force on the day on which it is registered.

Change of name

11. (1) A multi-State co-operative society may, by an amendment of its
bye-laws change its name but such change shall not affect any right or
obligation of the multi-State co-operative society or of any of its members or
past members, and any legal proceedings which might have been continued
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or commenced by or against the multi-State co-operative society by its
former name may be continued or commenced by or against its new name.

(2) Where a multi-State co-operative society changes its name,
the Central Registrar shall enter the new name onthe register of multi-State
co-operative societies in place of the former name and shall amend the
certificate of registration accordingly.

Change of address

12. Every multi-State co-operative society shall have a principal place
of business and an address registered in the manner prescribed to which all
notices and communications may be sent and any change in the principal
place of business of a multi-State co-operative society shall be made with
the previous approval of the Central Registrar.

Liability
13. (1) No muiti-State co-operativé society with unlimited liability shall
be registered after the commencement of this Act:

Provided that where a multi-unit co-operative society with unlimited
liability was functioning before the commencement of this Act, such a society
shall exercise the option within a period of one year from such
commencement either to continue to function as such orto convertitself into
a multi-State co-operative society with limited fiability by following the
procedure specified in sub-sections (2) to (4).

(2) Subject to the provisions of this Act and the rules, a multi-unit
co-operative society may, by an amendment of its bye-laws, change the
extent of its liability.

(3) When a multi-unit co-operative society has passed a resolution
to change the extent of its liability, it shall give notice thereof in writing to all
its members and creditors, and, notwithstanding anything contained in the
bye-laws or contract to the contrary, any member or creditor shall, during th
period of one month from the date of service of the notice upon him, have
the option of withdrawing his shares, deposits or loans, as the case may be.

(4) Any member or creditor who does not exercise his optionwithin
the period specified in sub-section (3) shall be deemed to have assented to
the change.

(5) Anamendmentofa bye-law of a multi-unit co-operative society
changing the extent of its liability shall not be registered or shall not take
effect until either— '
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(a) the assent thereto of all members and creditors has been
obtained; or

(b) all claims of members and creditors who exercise the option
referred to in sub-section (3) within the period specified therein have been
met in full or otherwise satisfied.

Amalgamation or transfer of assets and liabilities, or division of
multi-State co-operative societies

14. (1) A multi-State co-operative society may, with the prio
consultation of the Central Registrar and by a resolution passed by a
majority of not less than two-thirds of the members present and voting at a
general meeting of the society held for the purpose —

(a) transfer its assets and liabilities in whole or in part to any other
multi-State co-operative society or co-operative society;

(b) divide itself into two or more multi-State co-operative societies;
{c} divide itself into two or more co-operative societies.

(2) Any two or more multi-State co-operative societies may, with
the prior consuitation of the Central Registrar and by a resolution passed by
a majority of not less than two-thirds of the members present and voting at
a general meeting of each such society, amalgamate themselves and form
a new multi-State co-operative society.

(3) The resolution of a multi-State co-operative society under sub-
section (1) or sub-section (2) shall contain all particulars of the transfer or
division or amalgamation, as the case may be:

Provided that in the case of a co-operative bank, the Central
Registrar shall not accord approval to any such resolution without the
previous sanction in writing of the Reserve Bank.

(4) When a multi-State co-operative society has passed a
resolution under sub-section (1) or sub-section (2), it shall give notice thereof
in writing to all the members and creditors and, notwithstanding anything
contained in the bye-laws or contract to the contrary, any member or
creditor, shall, during the period of one month of the date of service of the
notice upon him, have the option of withdrawing his shares, deposits or
loans, as the case may be. :

(5) Any member or creditor who does not exercise his option within
the period specified in sub-section (4) shall be deemed to have assented to
the proposals contained in the resolution.
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(6) (a) A resolution passed by a multi-State co-operative society
under this section shall not take effect until the assent thereto of all the
members and creditors has been obtained.

(b) The multi-State co-operative society shall make
arrangements for meeting in full or otherwise satistying all claims of the
members and creditors who exercise the option within the period specified
in sub-section (4).

(7) Onreceipt of an application for the registration of new societies
formed by division in accordance with the resolution passed under sub-
section (1) or of a new society formed by amalgamation in accordance with
the resolution passed under sub-section (2), the Central Registrar, on being
satisfied that the resolution has become effective under sub-section (6)
shall, unless for reasons to be recorded in writing he thinks fit to refuse so
todo, register the new societies or society, as the case may be, and the bye-
laws thereof.

(8) On the issue of an order under sub-section (7), the provisions
of section 17 shall, so far as may be, apply to the muiti-State co-operative
society so divided or the multi-State co-operative societies so amalgamated.

(9) Wher2 a resolution passed by a multi-State co-operative
society under this section invoives the transfer of any assets and liabilities,
the resolution shall, notwithstanding anything contained in any other law for
the time being in force, be a sufficient conveyance to vest the assets and
liabilities in the transferee without any further assurance.

Central Registrar to prepare scheme of amalgamation or
reorganisation of co-operative banks in certain cases

15. When an order of moratorium has been made by the Central
Government under sub-section (2) of section 45 of the Banking Regulation
Act, 1949 (10 of 1949) in respect of a co-operative bank, the Central
Registrar, with the previous approval of the Reserve Bank in writing, may,
during the period of moratorium, prepare a scheme—

(a) for the amalgamation of the co-operative bank with any other
co-operative bank: or

(b) for the reorganisation of the co-operative bank.

Liability of a co-operative bank to the Deposit Insurance and
Credit Guarantee Corporation

16. Notwithstanding anything contained in section 14 or any other
provision of this Act, where a co-operative bank, being an insured bank
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within .the meaning of the Deposit Insurance and Credit Guarantee
Corporation Act, 1961 (47 of 1961) is amalgamated or reorganised and the
Deposit Insurance Corporation has become liable to pay to the depositors
of the insured bank under sub-section (2) of section 16 of that Act, the bank
with which suchinsured bank is amalgamated, or the new co-operative bank
formed after such amalgamation, or, as the case may be, the insured bank
or transferee bank shall be under an obligation to repay to the Deposit
Insurance Corporation in the circumstances, to the extent and inthe manner
referred to in section 21 of the Deposit Insurance and Credit Guarantee
Corporation Act, 1961.

Cancellation of registration certificate of multi-State
co-operative societie in certain cases.

17. (1) Wherethe whole of the assets and liabilities of a multi-State co-
operative society are transferred to another multi-State co-operative society
orto a co-operative society in accordance with the provisions of section 14,
the registration of the first-mentioned multi-State co-operative society shall
stand cancelled andthe society shall be deemedto have beendissolved and
shall cease to exist as a corporate body.

(2) Where two or more multi-State co-operative societies are
amalgamated into a new multi-State co-operative society inaccordance with
the provisions of section 14, the registration ot each of the amalgamating
societies shall stand cancelled on the registration of the new society, and
each of the amalgamating societies shall be deemedto have beendissolved
and shall cease to exist as a corporate body.

(3) Where a muiti-State co-operative society divides itself into two
or more multi-State co-operative societies or two more more co-operative
societies in accordance with the provisions of section 14, the registration of
that society shall stand cancelled on the registration of the new societies,
and that society shali be deemed to have been dissolved and shall cease to
exist as a corporate body.

(4) The amalgamation or division of multi-State co-operative
societies shall not in any manner whatsoever affect any right or obligation
of the resulting multi-State co-operative society or societies or render
defective any legal proceedings by or against the mutti-State co-operative
society or societies, and any legal proceedings that might have been
continued or commenced by or against the multi-State co-operative society
or societies, as the case may be, before the amalgamation or division may
be continued or commenced by or against the resulting multi-State co-
‘operative society or societies.
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Conversion of co-operative society into multi-State co-operative society.

18. (1) Aco-operative society may, by an amendment of its bye-laws,
extend its jurisdiction and convert itself into a multi-State Co-operative
Society :

Provided that no such amendment of bye-laws of a co-operative
society shall be valid unless it has been registered by the Central Registrar.

(2) (a) Every proposalfor such amendment shall be forwarded to
the Central Registrar.

(b) If the Central Registrar, after consulting the Registrars of
Co-operative Societies of the States concerned, has satisfied himself that
such amendment fulfils the requirement of sub-section (2) of section 9, he
may register the amendment within a period of six months from the date of
receipt thereof by him:

Provided that if the Central Registrar is unable to register the
amendment within the period aforesaid, he shall make a reporttothe Central
Government stating therein the reasons for his inability to do so, and the
Central Government may allow him such further period or periods as’is
considered necessary to register the amendment.

(3) The Central Registrar shall forward to the co-operative society
acopy of the registered amendmenttogetherwith a certificate signed by him
and such certificate shall be conclusive evidence that the amendment has
been registered.

(4) Where the Central registrar refuses to register an amendment
of the bye-laws of a co-operative society, he shall communicate the order of
refusal together with the reasons therefor to the society in the manner
prescribed within seven days from the date of refusal.

(5) (a) Once the amendment of bye-laws has been regist'ered by
the Central Registrar, the co-operative society shall, as from the date of
registration of amendment, become a multi-State co-operative society.

(b) The Central Registrar shall forward to the co-operative
‘society a certificate signed by him to the effect that such society has been
' registered as a multi-State co-operative society under this Act and aiso
forward a copy of the same to the Registrar of Co-operative Societies of the
State concerned.

“(c) The Registrar of Co-operative Societies referred to in
clause (b) shall thereupon make an order directing that the society had, as
fromthe date of registration by the Central Registrar, ceased to be a society.
under the law relating to co-operative societies in force in that State.



CHAPTER il

Members of Multi-State Co-operative Socletles and
their Rights and Liabilities

Persons who may become members.

19. (1) No person shall be admitted as member of a multi-State co-
operative society except the following, namely —

{a) anindividual competent o contract under sectton 11 ofthe
indian Contract Act, 1872 (9 of 1872);

(b) any muiti-State co-operative society or any co-operative
society;

(c) the Central Government;

(d) a State Government;

(e) the National Co-operative Development Corporation
- established under the National Co-operative Development Corporation Act,
- 1962 (26 of 1962); .

(f) anyother corporation owned or controlled by Government;

(g) any Government company as defined in section 617 of the
Companies Act, 1956 (1 of 1956) ;
(h) suchclass or classes of persons or association of persons
as may be permitted by the Central Registrar having regard to the nature and
activities of a multi-State co-operative society.

(2) Such number of individuals possessing such qualifications as
may be prescnbed may be admitted as members of the National Co-
operatnve Union of India Limited, New Delhi. -

o (3) Save as otherwise provided in sub-section (2) and
" notwithstanding anything contained in sub-section (1), no individual shall be
eligible for admission as a member of a national co-operative society.

(4) Any person eligible for membership of a multi-State co-
. operative society may, on his application, be admitted asamemberby such
society.

(5) Every application for admission as a member of a multi-State
co-operative society shall be disposed of by such-society within a period of
four months from the date of receipt of the application, and the decision of
such society on the application shall be communicated to the applicant
within fifteen days from the date of such decision:



85

Provided that if the application is not disposed of within the period
aforesaid, orthe decision is not communicated within a period of fifteen days
.ot the expiry of the aforesaid period of four months, the multi-State co-
operative society shall be deemed to have made a decision, on the date of
expiry of such period, refusing admission to the applicant.

(6) Notwithstanding anything contained in this section, the Central
Government may, having regard to the fact that the interest of any person
or class of persons conflicts or s likely to conflict with the objects of any multi-
State co-operative society or class of multi-State co-operative societies, by
general or special order published in the Official Gazette, declare that any
person or class of persons engaged in or carrying on any profession,
business or employment shall be disqualified from being admitted, or for
continuing, as members or shall be eligibie for membership only to a limited
extent of any specified multi-State co-operative scciety or class of multi-
State.co-operative societies, so long as such person or persons is or are
engaged in or carrying on that profession, business or employment, as the
case may be.

Members not to exercise rights till due payment made.

20. No member of a multi-State co-operative society shall exercise the
rights of a member, unless he has made such payments to the society in
respect of membership, or has acquired such interestinthe society, as may
be specified in the bye-laws.

Expulsion of members.

21. (1) A multi-State co-operative society may, by resolution passed
by a majority of not less than two-thirds of the members present and voting
at a general meeting of members held for the purpose, expel a member for
acts which are deterimental to the proper working of the society:

Provided that the member concerned shall not be expelled unless
he has been given a reasonable opportunity of making representation in the
matter. '

(2) No member of the muiti-State co-operative society who has
been expelled under sub-section (1) shall be eligible for re-admission as a
member of that society, for a period of three years from the date of such
expuision:

Provided that the Central Registrar may, on application of the muiti-
State co-operative society and if satisfied that in the special circumstances
of the case, it is necessary so to do in the interests of the multi-State co-
operative society, sanction the re-admission or admission within the said
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period, of any such member as a member of the said society.
Votes of Members

22. Every member of a multi-State co-operative society, including a
member who is an employee of such society, shall have one vote in the
affairs of the society:

Provided that —

(a) a member who is an employee of such society shall not be
entitled to vote—

(i) at an election of a member of the board of such society ;

(i) in any general meeting convened for framing the bye-laws
of such society or any amendments thereto;

(b) in the case of an equality of votes, the Chairman shall have a
second or casting vote;

{(c) where any of the authorities referred to in clauses (c) to {g) of
sub-section (1) of section 19 is a member of a multi-State co-operative
society,each person nominated by such authority, on the board, in
accordance with the provisions containedinthis Actandthe rules, shall have
one vote;

(d) a multi-State co-operative society, the members of which
include co-operative societies or other multi-State co-operative societies,
may provide for an equitable system of voting having regard to the
membership of, and the extent of business carried on by such co-operative
societies, or multi-State co-operative societies and other relevant
circumstances.

Manner of exercising vote.

~ 23. Every member of a multi-State co-operative society shall exercise
his vote in person and no member shall be permitted to vote by proxy:

Provided that a multi-State co-operative society or a co-operative
society which is a member of another multi-State co-operative society, may,
subject to the provisions of sub-section (3) of section 29 and the rules,
appoint its representative to vote on its behalf in the affairs of that other
society. ’ ‘ '

Restrictions on holding of shares.

24. No member, other than any of the authorities referred to.in clauses
(c) to(g) of sub-section (1) of section 19 or a multi-State co-operative society
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or a co-operative society, shall hold more than such portion of the total share
capital of the society (in no case exceeding one-fifth thereof) as may be
prescribed:

Provided that the Central Government may, by notification, specify
in respect of any class of societies a higher or lower maximum than one-fifth
of the share capital.

Restrictions on transfer of shares or interest.

25. The transfer of the share or interest of a member in the capital of &
multi-State co-operative society shall be subject to such conditions as to
maximum holding as are specified in section 24.

Redemption of shares.

26. Shares held in a multi-State co-operative society by any of the
authorities referred to in clauses (c) to (g) of sub-section (1) of section 19
shallbe redeemable in accordance with the bye-laws of such multi-State co-
operative society and in a case where the bye-laws do not contain any
provision in this regard, in such manner as may be agreed upon between
the multi-State co-operative society and such authority.

Transfer of interest on death of members

27. (1) On the death of a member, a multi-State co-operative society
may transter the share or interest of the deceased member to the person
nominated in accordance with the rules made in this behalf, of, if there is no
person so nominated, to such person as may appear to the board to be the
heir or legal representative of the deceased member, or pay to such
nominee, heir or legal representative, as the case may be, a sum
representing the value of such member's share or interest as ascertained in
accordance with the rules:

Provided that no such transfer or payment shall be made except
with the consent of the nominee, heir or legal representative, as the case
may be.

(2) A multi-State co-operative society shall, unless within six
months of the death of the member prevented by an order of a competent
court, pay to such nominee, heir or legal representative, as the case may be,
all other moneys due to the deceased member from the society.

(3) Alitransters and payments made by a multi-State co-operative
society in accordance with the provisions of this section shall be valid and
effectual against any demand made upon the society by any other person.



Liability of past member and estate of deceased member.

28. (1) Subjecttothe provisions of sub-section (2), the liability of a past
memberorof the estate of adeceased member of a multi-State co-operative
society for the debts of the society as they existed,—

(a) in the case of a past member, on the date on which he
ceased to be a member; ‘

(b) inthe case of adeceased member, onthe date of hisdeath,
shall continue for a period of two years from such date.

{2) Notwithstanding anything contained in sub-section (1}, where
a multi-State co-operative society is ordered to be wound up under section
77, the liability of a past member who ceased to be a member or of the estate
of a deceased memberwho died within two years immediately preceding the
date of the order of winding up, shall continue until the entire liquidation
proceedings are completed, but such liability shall extend only to the debts
of the society as they existed on the date of cessation of membership or
death, as the case may be. :

CHAPTER 1V

Direction and Management of multi-State
co-operative societies.

General body, its constitution, powers and functions.

29. (1) The general body of a multi-State co-operative society shall
consist of all the members of such society :

Provided that where the bye-laws of a multi-State co-operative
society provide for the constitution of a smaller body consisting of delegates
of members of the society elected or selected in accordance with such bye-
laws, that smaller body shall exercise such powers of the general body as
may be prescribed or as may be specified in the bye-laws of the society.

{(2) Subject to the provisions of this Act, the rules and the bye-laws,
the ultimate authority of a multi-State co-operative society shall vest in the
general body of its members :

Provided that nothing contained in this sub-section shall affect the
exercise by the board or any officer of a multi-State co-operative society of
any power conferred on such board or such officer by this Act or the rules
or the bye-laws.

(3) Where in any meeting of the general body or the board of a
multi-State co-operative society, a co-operative society or another multi-
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State co-operative society is to be represented, such co-operative society
or other muiti-State co-operative society shall be represented in such
meeting only through the Chairman or the Chief Executive of such co-
operative society or other multi-State co-operative society, as the case may
be, and where there is no board of such co-operative society or other multi-
State co-operative society, for whatever reasons, through the administrator,
by whatever name called, of such co-operative society or other muiti-State
co-operative society.

Annual general meeting of the general bodly.

30. (1) Every multi-State co-operative society shall, within such period
as may be prescribed, after the close of the year, call a general meeting of
its members in the manner prescribed for the purpose of—

(a) consideration of the audit report and annual report;

(b) disposal of net profits;

(c) approval of the programme of activities for the ensuing year;
(d) amendment of bye-laws;

{e) election, ii any, of the members of the board, other than
nominated members, subject to the provisions of section 35 :

Provided thatthe Central Registrar may by general or special order,
extend the period for holding such meeting for a further period not exceeding
three months ;

Provided furtherthat ifin the opinion of the Central Registrar no such
extension is necessary or such meeting is not called by the multi-State co-
operative society within the extended period, if any, granted by him, the
Central Registrar or any person authorised by him in this behalf may call
such meeting in the manner prescribed, and that meeting shall be deemed
to be a general meeting duly called by the society and the Central Registrar
may order that expenditure incurred in calling such a meeting shall be paid
out of the funds of the society or by such person or persons who, in the
opinion of the Central Registrar, was or were responsible for the refusal or
failure to convene the general meeting.

(2) At every annual general meeting of a multi-State co-operative
society the Board shall lay before the society a statement showing the details
of the loans or goods on credit, if any, given to any of the members of the
board or to the spouse or a son or daughter of amember of the board during
the preceding year or outstanding against himor against such spouse or son
or daughter of the member of the board.



Special General Meeting of the general body.

31. (1) The Chief Executive may, at any time, on the direction of the
board, call a special general meeting of the society and shall call such
meeting within one month after the receipt of a requisition in writing from the
Central Registrar or from such member or members or a proportion of the
total number of members, as may be provided in the bye-laws.

(2) It a special general meeting of a multi-State co-operative
society is not called in accordance with the requisition referred to in sub-
section (1), the Central Registrar or any person authorised by him in this
behalf shall have the power to call such meeting and that meeting shall be
deemed to be a meeting called by the Chief Executive in accordance with
the provisions of that sub-section and the Central Registrar may order that
the expenditure incurred in calling such meeting shall be paid out of the
funds of the society or by such person or persons who, in the opinion of the
Central Registrar, was or were responsible for the refusal or failure to
convene the special general meeting.

Board of Directors.

32. Subject to the provisions of this Act and the rules, there shall be a
board of directors for every multi-State co-operative society consisting of
such number of members as may be provided for under the bye-laws.

Association of employees in the management
decision making process.

33. Every multi-State co-operative society shall devise such procedure,
as may be specified inthe bye-laws or in the administrative instructions, for
association of the representatives of employees of such multi-State co-
operative society at such level or bodies as may be specified in the bye-laws
or the instructions issued in this regard, in the management decision making
process.

Disqualification for a member of a board.

34. No member of any multi-State co-operative society or nominee of
a member-society on a national co-operative society shall be eligible for
being chosen as, or for being, a member of the board of such multi-State co-
operative society or national co-operative society or of any other co-
operative society to which the multi-State co-operative society is affiliated,
if such member —

(a) has been adjudged by a competent court to be insolvent or
of unsound mind;
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(b) is concerned or participates in the profits of any contract
with the society;

{(c) has been convicted for an offence involving moral
turpitude;

~(d) holds any office or place of profit under the society:

Provided that the Chief Executive or such full-time employee of the
society as may be notified by the Central Government from time to time or
a person elected by the employees of such society to represent themon the
board of such society shall be eligible for being chosen as, or for being, a
member of such board;

(e) has been a member of the society for less than twelve
months immediately preceding the date of such election or appointment;

() has interest in any business of the kind carried on by the
society of which he is a member;

(9) has taken loan or goods on credit from the society of which
he is a member, or is otherwise indebted to such society and after the receipt
of a notice of default issued to him by such society, has defaulted —

(i) inrepayment of such loan or debt orin payment of the price
of the goods taken on credit, as the case may be, within the date fixed for
such repayment or payment or where such date is extended, which in no
case shall exceed six months, within the date so extended, or

(i) whensuchloan ordebtorthe price of goods taken on credit
is to be paid in instalments, in payment of any instalment, and the amount
in default or any part thereof has remained unpaid onthe expiry of six months
from the date of such default:

Provided that a member of the board who has ceased to hold office

as such under this clause shall not be eligible, for a period of one
year, from the date on which he ceased to hold office, for re-election as a
member of the board of the multi-State co-operative society of which he was
a member or for election to the board of any other multi-State co-operative
society;

(h) is a person against whom any amount due under a decree,
decision or order is pending recovery under this Act;

(i) is retained or employed as a legal practitioner on behalf of
or against the multi-State co-operative society, oronbehalf of or against any
other multi-State co-operative society, which is a member of the former
society.
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Explanation.— For the purposes of this clause "legal practitioner”
has the same meaning as in clause (i) of sub-section (1) of section 2 of the
Advocates Act, 1961 (25 of 1961) :

(j) has been convicted for any offence under this Act.
Election of members of board.

35. (1) The superintendence, direction and control of the preparation
of the electoral rolis for, and the conduct of, elections of the members of the
board of such multi-State co-operative societies or class of muiti-State co-
operative societies as the Central Government may, by general or special
order, notify, shall be vested in such returning officers as may be appointed
by the Central Registrar in this behalf.

(2) The vote at such elections shall be by secret ballot.

(3) The termof office of the elected members of the board shall be
such, not exceeding three years from the date of election, as may be
specitied in the bye-laws of a multi-State co-operative society :

Provided that the elected members shall continue to hold office till
their successors are elected or nominated under the provisions of this Act
or the rules or the bye-laws and assume the charge of their office.

(4) No person shall be eligible to be elected as a member of the
board of a multi-State co-operative society unless he is a member of the
general body of that society.

(5) The Central Government may make rules generally to provide
- for or to regulate matters in respect of elections of members of the board.

Holding of office in co-operative society.

36. Notwithstanding anything contained in this Act, no person shali be
eligibie to hold, at the same time, office of a president or chairman or vice-
president or vice-chairman on the board of more than one muiti-State co-
operative society:

Provided that any person holding, atthe commencement of this Act,
the oftice of a president or chairman or vice-president or vice-chairman in
more than one multi-State co-operative society shall, within three months
from such commencement by notice in writing signed by him, intimate the
 .me ofthe multi-State co-operative society in which he wishesto serve and
*nereupon his office in the other multi-State co-operative society inwhich he
Joes not wish to serve shall become vacant :

Provided further that in default of such intimation within the period



93

referred to in the preceding proviso, his offices in all the multi-State co-
operative societies shall, at the expiration of the period aforesaid, become
vacant.

Restrictions on holding of office.

37. No person shall be eligible to hold the office of a president or
chairman or vice-president or vice-chairman on the board of a multi-State
co-operative society, after he has held the office as aforesaid during two
consecutive terms, whether full or part:

Provided that a person hwo has ceased to hold the office of a
president or chairman continuously for one full term of three years shall
again be eligible for election to the offices aforesaid.

Explanation. — Where any person holding the office of the president or
vice-president or chairman or vice-chairman at the commencement of this
Act is again elected to that office after such commencement, he shall for the
purpose of this section, be deemed to have held office for one term betore
such election. ’

Payment of honorarium.

38. Honorarium may be paidto the elected chairman or president of the
board out of the profits of the multi-State co-operative society in respect of
specific services rendered by him, subject to such restrictions and
conditions as may be prescribed.

Removal of elected members by general body.

39. An elected member of a board who has acted adversely to the
interests of multi-State co-operative society may, on the basis of a report
from the Central Registrar or otherwise, be removed from the board upon a
resolution of the general body passed at its meeting by a majority of not less
than two-thirds of the members present and voting at the meeting:

Provided that the member concerned shall not be removed
unless he has been given a reasonable opportunity of making
representation in the matter.

Removal of member by Central Registrar.

40. If in spite of cessation of office under circumstances mentioned in
section 34, section 36, section 37 or section 39 a member of*the board
refuses to vacate his office, the Central Registrar shall, by order in writing,
remove him from such office.
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Nominee of Central Government or
_State Government on the board.

41. (1) Where the Central Government or a State Government has
subscribed to the share capital of a multi-State co-operative society or has
guaranteed the repayment of principal and payment of interest on
debentures issued by a multi-State co-operative society or has guaranteed
the repayment of principal and payment of interest on loans and advances
to a multi-State co-operative society, the Central Government or the State
Government in this behalf, as the case may be, or any person authorised by
the Central Government or the State Government, shall have the right to
nominate on the board such number of persons as may be prescribed.

(2) Thebye-laws of a multi-State co-operative society may provide
for the nomination of persons in excess of the limits prescribed under sub-
section (1).

(3) A person nominated under this section shall hold offnce during
the pleasure of the Government by which he has been so hominated.

Powers and functions of the board.

42, (1) The board may exercise all such powers as may be necessary
or expedient for the purpose of carrying out its functions under this Act.

(2) Without prejudice to the generality of the foregoing power, such
power shall include the power—

(a) to admit members;

(b) tointerpretthe organisational objectives and set up specific
goals to be achieved towards these objectives;

(c) to make periodic appraisal of operations;

(d) to appomt a Chief Executive and such other employees of
the society (out of the list of persons referred to in section 50) as are not
required o be appointed by the Chief Executive;

(e) to make provisions for regulating the appointment of
employees of the multi-State co-operative society and the scales of pay,
allowances and other conditions of service of, including disciplinary action
against, such employees; \

(f) to approve annual and supplementary budget
(g) to acquire or dispose of immovable property,
(h) to raise funds;
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(i) to sanction loans to the members; and

(j) totake suchothermeasuresortodo suchotheractsasmay
be prescribed or required under this Act.

Meetings of the board.

43. (1) The Chiet Executive shall convene the meetings of the board at
the instance of the chairman or president of the multi-State co-operative
society.

(2) The total number of meetings of the board in a year and the
venue of meetings may be such as may be prescribed:

Provided that the board shall meet at least once in every quarter.
Chief Executive.

44. (1) There shall be a Chief Executive, by whatever designation
called, of every multi-State. co-operative society, to be appointed by the
board and he shall be a full-time employee of such multi-State co-operative
society.

(2) The Chief Executive shall be a member of the board and of the
Executive Committee and such other committees or sub-committees as
may be constituted under sub-section (1) of section 46.

(3) The functional directors in national co-operative societies shall
also be members of the board.

(4) Where the Central Government has subscribed to the extent of
more than one-half of the share capital of a national co-operative society, it
shall be obligatory on such a society to seek prior approval of the Central
Government to the appointment of Chief Executive and the functional
directors. '

Powers and functions of Chief Executive.

45. The Chief Executive shall exercise the powers and discharge the
functions, specified below, namely:—

(a) day-to-day management of the business of the muiti-State co-
operative society;

(b) operating the accounts of the multi-State co-operative society
and be responsible for making arrangements for sate custody of cash;

(c) signing on the documents for and on behalf of the multi-State
co-operative society;

{d) making arrangements for the proper maintenance of various
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books and records of the multi-State co-operative society and for the correct
preparation, timely submission of periodical statements and returns in
accordance with the provisions of this Act, the rules and the bye-laws;

{e) convening meetings of the general body of the multi-State co-
operative society, the board and the Executive Committee and other
committees or sub-commiittees constituted under sub-section (1) of section
46 and maintaining proper records for such meetings;

(f) making appointments to posts in the multi-State co-operative
society in accordance with the rules made under clause (e) of sub-section
(2) of section 42 except the posts in relation to which the power of
appointment vests in the board under clause (d) of that sub-section;

(g9) assisting the board in the formulation of policies and objectives
and planning;

(h) furnishing to the board periodical information necessary for
appraising the operations and functions of the muilti-State co-operative
society;

{iy performing such other duties, and exercising such other
powers, as may be prescribed or as may be specified in the bye-laws of the
muiti-State co-operative society.

Committees of the board.

46. (1) The board may, subject to such conditions as may be
prescribed, constitute an Executive Committee and other committees or
sub-commitiees, as may be considered necessary.

(2) The Executive Committee or other committee or sub-
committee referred to in sub-section (1) shall perform such functions as are
assignedto itin accordance with the bye-laws of the multi-State co-operative
society.

Central Government's power {o give directions
in the public interest.

47. lfthe Central Government is satisfied that in the public interest or for
the purposes of securing proper implementation of co-operative production
and other developmental programmes approved or undertaken by the
Central Government or to secure proper management of the business of the
multi-State co-operative societies generally or for preventing the affairs of
the multi-State co-operative society being conducted in a manner
detrimental to the interests of the members, any depositors or creditors
thereof, it is necessary to issue directions to any class of multi-State co-
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operative societies generally or to any multi-State co-operative society or

. societies in particular, the Central Government may issue directions tothem
or to it, from time to time, and all such multi-State co-operative societies or

. the society concerned, as the case may be, shall be bound to comply with
such directions.

Supersession of board.

48. (1) If inthe opinion of the Central Registrar the board of any multi-
State co-operative society is persistently making default oris negligent inthe
performance of the duties imposed on it by this Act or the rules or the bye-
laws or has committed any act which is prejudicial to the interests of the
society or its members, or has omitted or failed to comply with any directions
~ givento it under section 47 or that there is a stalemate in the constitution or
functions of the board, the Central Registrar may, after giving the board an
opportunity to state its objections, if any, and considering the objections, i
received, by order in writing, remove the board and appoint one or more
administrators,who need not be members of the society, to manage the
affairs of the society for such period not exceeding one year, as may be
specified in the order, which period may, at the discretion of the Central
Registrar, be extended from time to time; so, however, that the aggregate
period does not exceed two years.

(2) The Central Registrar may fix such remuneration for the
administrators, as he may think fit and the remuneration shali be paid out of
the funds of the multi-State co-operative society.

(3) The administrator shall, subject to the control of the Central
Registrar and to such instructions as he may from time to time give, have
power to exercise all or any of the functions of the board or of any officer of
the multi-State co-operative society and take all such actions as may be
required in the interests of society.

(4) Save as otherwise provided in sub-section (5), the
administrator shall, before the expiry of his term of office, arrange for the
constitution of a new board in accordance with the bye-laws of the multi-state
co-operative society. )

(5) If at any time during the period the administrator is in office, the
Central Registrar considers it necessary or expedient so to do, he may, by
order in writing giving reasons therefor, direct the administrator to arrange
for the constitution of a new board for such multi-State co-operative society
in accordance with the bye-laws of such society and immediately on the
constitution of such board, the administrator shall hand over the
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management of such society to such newly constituted board and cease to
function,

(6) Where a muiti-State co-operative society is indebted to any
financial institution, the Central Registrar shall, before taking any action,
under sub-section (1) in respect of that society, consult the financial
institution.

(7) Notwithstanding anything contained in this Act, the Central
Registrar shall, in the case of a co-operative bank, if so required in writing
by the Reserve Bank in the public interest or for preventing the affairs of the
co-operative bank being conducted in a manner detrimental to the interests
of the depositors or for securing the proper management of a co-operative
bank, pass an order for the supersession of the board of that co-operative
bank and for the appointment fo an administrator therefor for such period or
periods not exceeding five years in the aggregate as may from time to time
be specified by the Reserve Bank.

Securing possession of records, etc.
.49, (1) lf—

(a) the records (including registers and books of accounts) of a
multi-State co-operative society are likely to be tampered with or destroyed
or the funds or other property of such society are likely to be misappropriated
or misapplied; or

(b) the board of a multi-State co-operative society is reconstituted
. at a general meeting of the society; or

(c) the board of a multi-State co-operative society is removed by
the Central Registrar under sub-section (1) of section 48; or

(d) a multi-State co-operative society is ordered to be wound up
under section 77 and the outgoing members of the board refuse to hand over
charge of the records and property of the society to those having, or entitled
to receive, such charge,

the Central Registrar may apply to the magistrate within whose
jurisdiction the multi-State co-operative society functions for securing the
records and property of the society. '

(2) On receipt of an application under sub-section (1), the
magistrate may, by a warrant, authorise any police officer not below the rank
of a sub-inspector to enter and search any place where such records and
property are kept or are believed to be kept and to seize such records and
property; and the records and property so seized shall be handed overto the
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new board or administrator of the multi-State co-operative society or the
liquidator, as the case may be.

(3) Every such search and seizure shail be made in accordance
with the provisions of the Code of Criminal Procedure, 1973.

(2 of 1974).
Constitution of body of persons for preparation of list, etc.
§0. The Central Government shall—

{(a) constitute a body of persons in the manner prescribed for the
~ preparation of a list of persons eligible for appointment to the posts of Chief
Executive and other managerial posts in national co-operative societies, the
maximum pay-scale of which exceeds such amount as may be prescribed;

(b) make rules for regulating the recruitment, remuneration,
allowances and other conditions of service of officers and other employees
of national co-operative societies.

Acts of multi-state co-operative societies not to be
invalidated by certain defects.

51. No actof a multi-State co-operative society or of any board or of any
committee or of any officer of the society shall be deemed to be invalid by
reason only of the existence of any defect in the procedure or in the
constitution of the society or of the board or of the committee thereof or in
the appointment or election of an officer or on the ground that such officer
was disqualified to hold office. ’

CHAPTERV
PRIVILEGES OF MULTI-STATE CO-OPERATIVE SOCIETIES
Multi-state Co-operative society to be body corporate.

52. The registration of a multi-State co-operative society shalt render it
a body corporate by the name under which it is registered having perpetual
succession and a common seal, and with power to hold property, enter into
contract, institute and defend suits and other legal proceedings and to do ali
things necessary for the purposes for which it is constituted.

Charge and set off, in respect of share or contribution
or interest of members.

53. A multi-State co-operative society shall have a charge on the share
or contribution or interest in the capital and on the deposits of a member or
past or deceased member and on any dividend, bonus or porfits payable to
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a member or past member or the estate of a deceased member in respect
of any debt due from such member or past member or the estate of such
deceased member to the society, and may set-off any sum credited or
payable to a member or past member or the estate of deceased member in
or towards payment of any such debt.

Share or contribution or interest not liable to attachment.

54. (1) Subjecttothe provisions of section 53, the share or contribution
or interest of a member or past or deceased member in the capital of a multi-
State co-operative society shall not be liable to attachment or sale under any
decree or orderof any court in respect of any debt or liability incurred by such
member, and an official assignee or a receiver under any law relating to
insolvency shall not be entitled to or have any claim on such share or
contribution or interest.

(2) The reserve fund, or the bad debt reserves, or the provident
fund of the employees, of a multi-State co-operative society invested by
such society in accordance with the provisions of this Act and the rules shall
not be liable to attachment under any decree or order of a court in respect
of any debt or liability incurred by the society.

Register of members.

55. Any register or list of members or shares kept by any multi-State
co-operative society shall be prima facie evidence of any of the following
particulars entered therein, namely—

{a) the date on which any person entered in such register or list
became a member;

(b) the date on which any such person ceased to be a member.
Admissibility of copy of entry as evidence.

56. (1) A copy of any entry inabook of a multi-State co-operative
society regularly kept in the course of its business shall, if certified in
such manner as may be prescribed, be received in any suit or legal
proceedings as prima facie evidence of the existence of such entry and shall
be admitted as evidence of the matters, transactions and accounts therein
recorded in every case where and to the same extent as, the original entry
itself is admissible.

(2) No officer of a multi-State co-operative society and no officer
inwhose office the books of a multi-State co-operative society are deposited
after liquidation shall, in any legal.proceedings to which the society or the
liquidator is not a party, be compelled to produce any of the society's books
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~or documents the contents of which can be proved under this section, or to
appear as awitness to prove the matters, transactions and accounts therein
recorded, except underanorder of a court or an arbitrator made for a special
cause.

Exemption from compulsory registration of instruments.

§7. Nothing in clauses (b) and (¢} of sub-section (1) of section 17 of
the Registration Act, 1908 (16 of 1908), shall apply to—

(a) anyinstrument relating to shares in a multi-State co-operative
* society notwithstanding that the assets of the society consist in whole or in
part of immovable property; or

(b) any debenture issued by any such society and not creating,
declaring, assigning, limiting or extinguishing any right, title or interest to or
inimmovable property, exceptin so far as it entitles the holder thereof to the
security afforded by a registered instrument whereby the society has
mortgaged, conveyed or otherwise transferred the whole or part of its
immovable property or any interest therein to trustees upon trust for the
benefit of the holders of such debentures; or

{c) an endorsement upon or transfer of any debenture issued by
any such society.

Deduction from salary to meet multi-State co-operative
society's claim in certain cases.

58. (1) Notwithstanding anything contained in any law for the time
being in force, a member of a multi-State co-operative society may execute
an agreement infavour of that society providing that his employer disbursing
his salary or wages shall be competent to deduct every month from the
salary or wages payable to him, such amount as may be specified in the
agreement and to pay the amount so deducted to the society in satisfaction
of any debt or other demand owing by the member to the society.

(2) Onthe execution of such agreement, the employer disbursing
the salary or wages of the members shall, if so required by the multi-State
co-operative society by a requisition in writing and so long as the society
does not intimate that the whole of such debt or other demand has beenpaid,
make the deduction in accordance with the agreement and pay the amount
so deducted to the society within a period of fourteen days of the date on
which deduction has been made, as if it were a part of the salary of wages
payable on the day as required under the Payment of Wages Act, 1936 (4
of 1936) and such payment shall be valid discharge of the employer for his
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liabtty to pay the amount deducted.

(3) If after the receipt of a requisition made under sub-section (2)
the employer disbursing the salary or wages of the member at any time fails
to deduct the amount specified in the requisition from the salary or wages
payable to the member concerned or .

makes default in remitting the amount deducted to the multi-
State co-operative society, the society shall be entitled to recover any such
amount from such employer as arrears of land revenue and the amount so
due from such employer shall rank in priority in respect of the liability of such
employer equal to that of the salary or wages in arrears.

Government ajd to multi-State co-operative societies.

59. Notwithstanding anything contained in any law for the time being in
force, the Central Government or a State Government may, with a view to
promoting co-operative movement,—

(a) subscribe fo the share capital of a multi-State co-coperative
society;

{b) g'ive loans or make advances to a mutti-State co-operative
society;

(c) guarantee the repayment of principal and payment of interest
on debentures issued by a multi-State co-operative society;

(d) guarantee the repayment of share capital of a multi-State co-
operative society and dividends thereon at such rates as may be specified
by the Central Government or the State Government;

(e) guarantee the repayment of principal and payment of interest
on loans and advances to a multi-State co-operative society;

(f) givefinancial assistance inanyotherform, including subsidies,
to any multi-State co-operative society. :

CHAPTER VI
PROPERTIES AND FUNDS OF MULTI-STATE
CO OPERATIVE SOCIETIES
Funds not to be divided by way of profit.

60. (1) No part of the funds, other than net profits, of a muiti- State co-
operative society shall be divided by way of bonus or dividend or otherwise
distributed among its members.
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{2) The net profits of a multi-State co-operative society referred 10 in
sub-section (1) in respect of a society earning profits shall be calculated by
deducting from the gross profits for the year, all interest accrued and
accruing in relation to amounts which are overdue, establishment charges,
interest payable on loans and deposits, audit fees, working expenses
including repairs, rent, taxes and depreciation, bonus payable to employees
under the law relating to payment of bonus for the time being in force, and
equalisation fund for such bonus, provision for payment of income-tax and
making approved donations-under the Income-tax Act, 1961 (43 of 1961),
development rebate, provision for development fund, bad debt fund, price
fluctuation fund, dividend equalisation fund, share capital, redemption fund,
investment fluctuation fund, provision for retirement benefits to employees,
and after providing for or writing off bad debts and losses not adjusted
against any fund created out of profit:

Provided that such society may, add to the net profits for the year,
interest accrued in the preceding years, but actually recovered during the
year:

Provided further that in case of such multi-State co-operative
societies as do not have share capital, the surplus of income over
expenditure shall not be treated as net profits and such surplus shallbe deelt
with in accordance with the bye-laws.

Disposal of net profits.

61. (1) A multi-State co-operative society shall, out of its net profits in any
year—

(a) transfer an amount not less than twenty-five per cent, to the
reserve fund; and

(b) credit such portion, as may be prescribed, to the co-operative
education fund maintained by the National Co-operative Union of India
Limited, New Delhi. ‘

(2) Subject to such conditions as may be prescribed, the balance
of the net profits may be utitised for all or any of the following purposes,
namely.—

(a) payment of dividend to members on their paid-up share capital
at a rate not exceeding the prescribed limit;

(b) constitution of, or contribution to, such special funds including
education funds, as may be specified in the bye-laws;
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(c) donation of amounts not exceeding five per cent. of the net
profits for any purpose connected with the development of co-operative
movement or charitable purpose as defined in section 2 of the Charitable
Endowments Act, 1890 (16 of 1890);

(d) payment of ex gratia amount to employees of the multi-State
co-operative society to the extent and in the manner specified in the bye-
laws.

(3) The funds of a multi-State co-operative society shall not be
utilised for any political purpose.

Investment of funds.

62. A multi-State co-operative society may invest or deposit its funds—
(a} inaco-operative bank, State co-operative bank, co-operative
land mortgage bank, co-operative land development bank or
Central co-operative bank; or

(b) in any of the securities specified in section 20 of the Indian
Trusts Act, 1882 (2 of 1882); or

(c) inthe shares or securities of any other multi-State co-operative
society or any co-operative society; or

(d) inthe shares, securities or assets of any other institution, with
the previous approval of the Central Registrar; or

(e) with any bank; or
(f) in such other mode as may be prescribed.

Explanation —In clause (e), "bank" means any banking company as
defined in clause (c) of section 5 of the Banking Regulation Act, 1949 (10
of 1949) and inciudes,—

(iy the State Bank of India constituted underthe State Bank of India
Act, 1955 (23 of 1955); ‘ :

(i) a subsidiary bank as detined in clause (k) of section 2 of the
State Bank of India (Subsidiary Banks) Act, 1959 (38 of 1959);

(i) a corresponding new bank constituted under section 3 of the
Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970
(5 of 1970) or a corresponding new bank constituted under section 3 of the
Banking Companies (Acquisition and Transfer of Undertakings) Act, 1980
(40 of 1980).
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Restrictions on loans.

63. (1) A multi-State co-operative society, other than a co-operative bank,
shall not make a loan—

(a) to a member on the security of his share or on the security of a
non-member; Or

(b) to a non-member:

Provided that with the general or special sanction of the Central
Registrar, a multi-State co-operative society may make loans to another
multi-State co-operative society.

(2) Notwithstanding anything contained in sub-section (1), a multi-
State co-operative society may make a loan to a depositor on the securitv
of his deposit.

Restrictions on borrowing.

64. A multi-State co-operative society shall receive deposits and loans only
to such extent and under such conditions as may be specified in the bye-
laws:

Provided that a co-operative bank shall be governed by the
provisions of the Banking Regulation Act, 1949 (10 of 1949)

Restrictions on other transactions with non-members.

65. Save as provided in sections 63 and 64, the transaction of a multi-State
co-operative society with any person other than a member shall be subject
to such prohibitions and restrictions, if any, as may be prescribed.

Contributory provident fund.

66. (1) A multi-State co-operative society having such number or class of
employees as may be prescribed may establish a contributory provident
fund for the benefit of such employees to which shall be credited all
contributions made by the employees and the society in accordance withthe
bye-laws of the society.

(2) Monies standing to the credit of any contributory provident fund
established by a multi-State co-operative society under sub-section (1) shall
not—

(a) be used in the business of the society;
' (b) form part of the assets of the society;

(c) be liable to attachment or be subject to any other process of any
court or other authority.
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(3) Notwithstanding anything contained in this section, a provident
fund established by a multi-State co-operative society to which the
provisions of the Employees' Provident Funds and Miscellaneous
Provisions Act, 1952 (10 of 1952) apply, shall be governed by that Act.

CHAPTER VIl
AUDIT, INQUIRY, INSPECTION AND SURCHARGE
Audit

67. (1) The Central Registrar shall audit, or cause to be audited by a person
authorised by him by general or special order in writing in this behalf, the
accounts of every multi-State co-operative society at least once in each -
year.

(2) The audit under sub-section (1) shall include an examination of
overdue debts, if any, the verification of the cash balance and securities, and
a valuation of the assets and liabilities of the multi-State co-operative
society.

{3) The person auditing the accounts of a multi-State co-operative
society shall have free access to the books, accounts, papers, vouchers,
stock and other property of such society and shall be allowed to verify its
cash balance and securities.

(4) The directors, managers, administrators and other officers of
the multi-State co-operative society shall furnish to the person auditing the
accounts of the society all such information as to its transactions and
working as such person may require.

(5) The Central Registrar or the person authorised by him under
sub-section (1) to audit the accounts of a multi-State co-operative society
shall have power, where necessary—

(a) to summon atthe time of the audit any officer, agent, servant or
member of the society, past or present, who, he has reason to believe can
~ give valuable information in regard to transactions of the society or the
management of its affairs; and

(b) torequire the production of any book or document relatingto the
affairs of, or any cash or securities belonging to, the society by any officer,
agent, servant or member of the society in possession of such books,
documents, cash or securities and in the event of serious irregularities
discovered during audit, to take them into custody.
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{(6) W atthe time of audit the accounts of a multi-State co-operative
society are not complete, the Central Registrar or the person authorised by
him under sub-section (1) to audit may cause the accounts to be writtenup
at the expense of the society.

{7) Auditfee, if any, due from any multi-State co-operative society
shallbe determined by the Central Registrar and shall be recoverable in the
same manner as is provided in section 89.

Inspection of multi-State co-operative societies.

68. (1) The Central Registrar, or any person authorised by him by
general or special order inwriting in this behalf, may inspect a multi-State co-
operative society.

(2) (a) For the purpose of inspection under sub-section (1), the
Central Registrar or the person authorised by him under that sub-section
shall at all times have access to all books, accounts, papers, vouchers,
securities, stock and other property ot that society and may, in the event of
serious irregularities discovered during inspection, take them into custody
and shall have power 1o verify the cash balance of the society and subject
to the general or special order of the Central Registrar to call a meeting of
the board and also a general meeting of the society where such general
meeting is, in his opinion, necessary.

{b) Every officer or member of a mulii-State co-operative
society shall furnish such information with regard to the working of the
society as the Central Registrar or the person making such inspection may
require.

(3) A copy of the report of inspection under this section shall be
communicated to the multi-State co-operative society within a period of
three months from the date of completion of such inspection.

Inquiry by Central Registrar.

69. (1) The Central Registrar may, of his own motion or on the
application of a majority of the members of the board or of not less than one-
third of the members, hold an inquiry or direct some person authorised by
him by order in writing in this behalf to hold an inquiry into the constitution,
working and financial condition of a multi-State co-operative society.

(2) The Central Registrar or the person authorised by him under
sub-section (1) shall have the following powers, namely:—

(a) he shall atall reasonable times have free access to the books,
accounts, documents, securities, cash and other properties belongingto or
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in the custody of the multi-State co-operative society and may summon any
person in possession or responsible for the custody of any such books,
accounts, documents, securities, cash or other properties to produce the
same, at any place specified by him;

(b) he may, notwithstanding any rule or bye-law specifying the
period of notice for ageneral meeting of the multi-State co-operative society,
require the officers of the society to call a general meeting of the society by
giving notice of not less than seven days at such time and place at the
headquarters of the society to consider such matters, as may be directed by
him; and where the officers of the society refuse or failto call such a meeting,
he shall have power to call it himself;

(¢) he may summon any personwho is reasonably believed by him
to have any knowledge of the affairs of the multi-State co-operative society
to appear before him at any place at the headquarters of the society or any
branch thereof and may examine such person on oath.

(3) Any meeting called under clause (b) of sub-section (2) shall
have all the powers of a general meeting of the society called under the bye-
laws of the society and its proceedings shall be regulated by such bye-laws.

(4) The Central Registrar shall, within a period of three months of
the date of receipt of the report, communicate a brief summary of the report
of the inquiry to the multi-State co-operative society, the financial
institutions, if any, to which the society is affiliated, and to the person or
authority, if any, at whose instance the inquiry is made.

Inspection of books of indebted muilti-State co-operative societies.

70. (1) The Central Registrar shall, on the application of a creditoror a
multi-State co-operative society, inspect, or direct some person authorised
by him by order in writing in this behalf to inspect, the books of the society:

Provided that no such inspection shéll be made unless the
applicant—

(a) satisfies the Central Registrar that the debt is a sum then due,
and that he has demanded payment thereof and has not received
satisfaction within a reasonable time; and

(b) deposits withthe Central Registrar such sum as security for the
costs of the proposed inspection as the Central Registrar may require.

(2) The Central Registrar shall communicate the result of any such
pection to the creditor.
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Costs of inquiry and inspection.

71. Where an inquiry is held under section 69 or an ingpection is made
under section 70, the Central Registrar may apportion the costs, or such part
of the costs, as he may think fit, between the multi-State co-operative
society, the members or creditor demanding aninquiry or inspection, andthe
officers or former officers and the members or past members of that society:

Provided that—
(a) no order of apportionment of the costs shallbe made under this
section unless the society or the person liable to pay the costs thereunder
has had a reasonable opportunity of being heard;

(b) the Central Registrar shall state in writing under his own hand
the grounds on which the costs are apportioned.

Recovery of costs.

72. Any sum awarded by way of costs under section 71 may be
recovered, on application to a magistrate having jurisdiction in the place
where the person, from whom the mongy is claimable, actually and
voluntarily resides or carries onbusiness, and such magistrate shall recover
the same as if it were a fine imposed by himself.

Repayment, etc.

73. (1) Ifinthe course of an audit, inquiry, inspection or the winding up
of a multi-State co-operative society, it is found that any person, who is or
was entrusted with the organisation or management of such society or who
is or has at any time been an officer or an employee of the society, has made
any payment contrary to this Act, the rules orthe bye-laws or has caused any
deficiency in the assets of the society by breach of trust or wilful negligence
or has misappropriated or fraudulently retained any money or other property
belonging to such society, the Central Registrar may, of his own motion or
on the application of the board, liquidator or any creditor, inquire himself or
direct any person authorised by him, by an order in writing in this behalf, to
inquire into the conduct of such person within a period of two years fromthe
date of the report of the audit, inspection or inquiry or the date of the order
of winding up, as the case may be:

Provided that where the Central Registrar is satisfied that such
inquiry could not be commenced during the period of two years aforesaid on
account of fraud or concealment of facts make, or direct the inquiry to be
made, within such period not exceeding six years from the date of the report
of the audit, inspection or inquiry or the date of the order of winding up, as
he may think fit. '
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(2) Where an inquiry is made under sub-section (1), the Central
Registrar may, after giving the person concerned a reasonable opportunity
of being heard, make an order requiring him to repay or restore the money
or property or any part thereof, with interest at such rate, or to pay
contribution and costs or compensation to such extent, as the Central
Registrar may consider just and equitable.

CHAPTER VIII
SETTLEMENT OF DISPUTES
Disputes

74. (1) Notwithstanding anything contained in any other law for the -
time being in force, if any dispute (otherthan a dispute regarding disciplinary
action taken by a muiti-State co-operative society against its paid employee
or an industrial dispute as defined in clause (k) of section 2 of the Industrial
Disputes Act, 1947) (24 of 1947) touching the constitution, management or
business of a multi-State co-operative society arises—

(a) among members, past members and persons claiming through
members, past members and deceased members, or

(b) between a member, past memberor a person claiming through
a member, past member or deceased member and the multi-State co-
operative society, its board or any officer, agent or employee of the multi-
State co-operative society or liquidator, past or present, or

{c) Between the multi-State co-operative society or its board and
any past board, any officer, agent or employee, or any past officer, past
agent or past employee or the nominee, heirs orlegal representatives of any
deceasedofficer, deceased agent, or deceased employee of the multi-State
co-operative society, or

(d) between the multi-State co-operative society and any other
multi-State co-operative society, between a multi-State co-operative society
and liquidator or another multi-State co-operative society or between the
liquidator of one multi-State co-operative society and the liquidator of
another multi-State co-operative society,

such dispute shall be referred to the Central Registrar for decision
and no court shall have jurisdiction to entertain any suit or other proceedings
in respect of such dispute:

Provided that all disputes in which a national co-operative society
is a party shall be referred to the Central Registrar or any officer empowered
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to exercise the powers of the Central Reqistrar.

(2) For the purposes of sub-section (1), the following shall be
deemed to be disputes touching the constitution, management or business
of a multi-State co-operative society, namely:—

(a) a claim by the multi-State co-operative society for any debt or
demand due to it from a member or the nominee, heirs or legal
representatives of a deceased member, whether such debt or demand be
.admitted or not;

(b) aclaim by a surety against the principal debtor where the multi-
State co-operative society has recovered from the surety any amount in
respect of any debt or demand due to it from the principal debtor as a result
of the default of the principal debtor, whether such debt or demand is
admitted or not;

(c) anydispute arising in connection with the election of any officer
of a multi-State co-operative society.

(3) If any question arises whether a dispute referred to the Central
Registrar is or is not a dispute touching the constitution, management or
business of a multi-State co-operative society, the decision thereon of the
Central Registrar shall be final and shall not be called in question in any
court. '

Limitation.

75. (1) Notwithstanding anything containedinthe Limitation Act, 1963,
(36 of 1963) but subject to the specific provisions made in this Act, the period
of limitation inthe case of a dispute referred to the Central Registrar shall,—

(a) When the dispute relates to the recovery of any sum including
interest thereon due to a multi-State co-operative society by a member
thereof, be computed from the date on which such member dies or ceases
to be a member of the society;

(b) Save as otherwise provided in clause (c), when the dispute
relates to any act or omission on the part of any of the parties referred to in
clause (b) or clause (c) of sub-section (1) of section 74, be six years from
the date on which the act or omission, with reference to which the dispute
arose, took place;

(c) When the dispute relates 1o a multi-State co-operative society
which has been ordered to be wound up under section 77 or in respect of
which an administrator has been appointed under section 48, be six years
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from the date of the order issued under section 77 or section 48, asthe case
may be;

(d) When the dispute is in respect of an election of an officer of a
multi-State co-operative society, be one month from the date of the
declaration of the result of the election.

(2) The period of limitation in the case of any dispute, except those
mentioned in sub-section (1}, which are required to be referred to the Central
Registrar shall be reguiated by the provisions of the Limitations Act, 1963 (36
of 1963) as if the dispute were a suit and the Central Registrar a civil court.

(3) Notwithstanding anything containedin sub-sections (1) and (2),
the Central Registrar may admit a dispute after the expiry of the period of -
limitation, if the applicant satisfies the Central Registrar that he had sufficient
cause for not referring the dispute within such period.

Settlement of disputes.
76. (1) The Central Registrar may, on receipt of the reference of
dispute under section 74,—
(a) elect to decide the dispute himself; or
(b) transfer it for disposal to any other person who has been
invested by the Central Government with powers in that behalf.

(2) The Central Registrar may withdraw any reference transferred
under clause (b} of sub-section (1) and decide it himself or refer the same
for decision to any other person who has been invested by the Central
Government with powers in that bebaif.

(3) The Central Registrar or any other person to whom a dispute is
referred for decision under this section may, pending the decision of the
dispute, make such interlocutory orders as he may deem necessary in the
interest of justice. ’

CHAPTER IX
WINDING UP OF MULTI-STATE CO-OPERATIVE SOC_IETIES

Winding up of multi-State co-operative societies.

77. (1) If the Central Registrar, after an inquiry has been held under
section 69 or an inspection has been made under section 70, or on receipt
of an application made by not less than three-fourths of the members of a
multi-State co-operative society, is of opinion that the society ought to be
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wound up, he may, after giving the society a reasonable opportunity ot
making its representations, by order, direct it to be wound up. "

(2) The Central Registrar may, of his own motion and after giving
the multi-State co-operative society a reasonable opportunity of making its
representations, make an order directing the winding up of the multi-State
~ co-operative society—

(a) Where itis a condition of the registration of the society that the
society shall consist of at least fifty members and the number of members
has been reduced to less than fifty; or

(b) Where the multi-State co-operative society has not
commenced working within a period of six months of the date of its
registration or such extended period as the Central Registrar may allow in
this behalf or has ceased to function in accordance with co-operative
principles.

(3) The Central Registrar may cancel an order for the winding up
of a multi-State co-operative society, at any time, in any case where, in his
opinion, the society should continue to exist.

(4) ' A copy of such order shall be contained by registered post to
the multi- State co-operative society and to the financial institutions, if any,
of which thé society is a member.

(5) Notwithstanding anything contained in this section, no co-
operative bank shall be wound up e_xcep‘t"‘with the previous sanction in
writing of the Reserve Bank.

Winding up of co-operative banks at the direction of Reserve Bark.

78. Notwithstanding anything to the contrary contained elsewhere in
this Act, the Central Registrar shall make an order for the windingup of a co-
operative bank, if so required by the Reserve Bank in the circumstances
mentioned in section 13D of the Deposit Insurance and Credit Guarantee
Corporation Act, 1961 (47 of 1961).

Reimbursement to the Deposit Insurance Corporation by liquidator

79. Where a co-operative bank, being an insured bank within the
meaning of the Deposit Insurance and Credit Guarantee Corporation Act,
1961 (47 of 1961) is wound up and the Deposit Insurance Corporation has
bécome liable to the depasitars of the insured bank under sub-section (1) of
section: 16 “of:. that ~‘Act; the:Deposit: Insurance Corporation shall be
reimbursed by the liquidator or such other person in the circumstances, to
the extent and in‘the manner provided:in-section 21 of that Act.



114
Liquidator.

80. (1) Whére 'the”CentraI Registrar has made an order under section
77 for the winding up of a multi-State co-operative society, the Central
Registrar may appoint a liquidator for the purpose and fix his remuneration.

(2) Aliquidator shall, onappointment, take into his custody or under
his control all the property, effects and actionable claims to which the multi-
State co-operative society is or appears to by entitled and shall take such
steps as he may deem necessary or expedient to prevent loss or
deterioration of, or damage to, such property, efiects and claims and he may
carry on the business of the muiti-State co-operative society so far as may
be necessary with the previous approval of the Central Registrar.

(3) Where an appeal is preferred under clause (k) of sub-Section
(1) of section 90, an order for the winding up of a multi-State co-operative
society made under section 77 shall not operate thereafter until the order is
confirmed in appeal:

Provided that the liquidator shall continue to have custody or control
of the property, effects and actionable claims mentioned in sub-section (2)
and have authority to take the steps referred to in that sub-section.

(4) Where anorderforthe wihding up of a multi-State co-operative
society is set aside in appeal, the propenty, effects and actionable claims of
the society shall re-vest in the society.

Powers of Liquidator.

81. (1) Subjectto any rules made in this behalf, the whole of the assets
of a multi-State co-operative society in respect of which an order for winding
up has been made, shall vest in the liquidator appointed under section 80
from the date on which the order takes effect ard the hquudator shall have
power to realise such assets by sale or otherwise.

(2) Such liquidator shall also have power, subject to the control of
the Central Registrar—

._ -{a) to institute and defend suits and other legal proceedings on
behalf of the multi-State co-operative society by the name of his office;

(b) to determine from time to time the contribution (including debts
due and costs of llqundatlon) to be made or remaining to be made by the
members or ﬁast members or by the states or nominees, heirs or legal
representatlves of deceased members or by any officers or former officers,
to the assets of the multi-State co-operative society;
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{c) to investigate all claims against the multi-State co-operative
society- and subject to the provisions of this Act, to decide questions of
priority arising between claimants;

(d) to pay claims against the multi-state co-operative society,
including interest up to the date of winding up according to their respective
priorities, if any, in full or rateably, as the assets of the society may permit;
the surplus, if any, remaining after payment of the claims being applied in
payment of interest from the date of such order of winding up at a rate fixed
by him but not exceeding the contract rate in any case;

(e) todetermine by what persons and inwhat proportions the oosts
of the hqundatlon are to be borne;

_(f) -todetermine whether any personisa member past member or
nominee of a deceased member;

{g) togivesuchdirectionsinregardtothe collectionanddistribution
of the assets of the multi-State co-operative sociely as may appear to him
to be necessary for winding up the affairs of that society;

(h) to carry onthe business of the multi-State co-operative society
so far as may be necessary for the beneficial winding up.of the same;

(i+ to make any compromise or arrangement with creditors or
persons claiming to be creditors or having or alleging to have any claim,
present or future, whereby the multi-State co-operative society may be
rendered hable

-{j) to make any compromise of arrangement with- any. person
between whom and the multi-State co-operative society there exists any
dispute and to refer any such dispute for decision;

(k) after consulting the members of the multi-State co-operative
soc:ety, to dispose of the surplus, if any, remaining after paying the clalms
against the society, in such manner as may be prescribed; -

() to compromise all calls or liabilities to calls and debts and
liabilities capable of resuiting in debts, and all claims, present or future,
certain or contingent, subsisting or alleged to be subsisting between the
mutti-State co-operative sociéty and a contributory or other debtor or person
apprehending liability to the multi-State co-operative society and all
questions in any way relating to or affecting the assets or the winding up of
the socuety on such terms as may be agreed and take any secunty for the
discharge of any such call, liability, debt or claim and give a complete
discharge in respect thereof.
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(3) When the affairs of a multi-State co-operative society have
been wound up, the liquidator shall make a report to the Central Registrar
and deposit the records of the society in such place as the Central Registrar
may direct.

Disposal of surplus assets.

82. The surplus assets, as shown in the report of a liquidator of a multi-
State co-operative society which is wound up,—

(a) may, if the bye-laws of the multi-State co-operative society
specify the purpose for which surplus shall be utilised, be utilised by the
Central Registrar for the said purpose, and

(b) if the bye-laws aforesaid do not specify the purpose, be divided
by the Central Registrar, with the previous sanction of the Central
Government, amongst the members of such multi-State co-operative
society in such manner as may be prescribed.

Priority of contributions assessed by liquidator .

83. Notwithstanding anything contained in any law relating to
insolvency, the contribution assessed by a liquidator shall rank next to debts
due to the Central Government or a State Government or a local authority’.
inaccordance with the order of priority in insolvency proceedings.”

Power of Central Registrar to cancel registration of a
muiti-State co-operative society.

84. (1) The Central Registrar may, after considering the report of the -
liquidator made to him under sub-section (3) of section 81, order the :
. registration of the multi-State co-operative society to be cancelled and on
such cancellation, that society shall stand dissplved.

(2) Anorder passed under sub-section (1) shall be communicated
by registered post to the president of the multi-State co-operative society
and to the financial institutions, if any, of which the society was a member.

‘ CHAPTER X
EXECUTION OF DECREES, ORDERS AND DECISIONS
Execution of decisions, etc.

85. Every decision or order made under section 30, section 31, 'section
73, section 76, section 90, section 92 or section 93 shall, if het:¢arried out

(a) on a certificate signed by the Central Registrar or any person
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authorised by him in writing in this behalf, be deemedto be a decree of a civil
court and shall be executedinthe same manner as if it were adecree of such
court; or

(b} where the decision or order provides for the recovery of money,
be executed according to the law for the time being in force for the recovery
of arrears of land revenue:

Provided that any application for the recovery in such mannerof any
sum shall be made—

{(iy to the Collector and shall be accompanied by a cerificate
signed by the Central Registrar or by any person authorised by himinwriting
in this behalf;

(i) within twelve years from the date fixed in the decision or order
andif no such date is fixed, fromthe date of the decision or order, as the case
may be; or

{c) be executed by the Central Registrar or any person authorised
by him in writing in this behalf, by attachment and sale or sale without
attachment of any property of the person or a multi-State co-operative
society against whom the decision or order has been made.

Execution of orders of liquidator

86. Every order made by the liquidator under section 81 shall be
executed according to the law for the time being in force for the recovery of
arrears of land revenue.

Attachment before award;

87. (1) Where the Central Registrar is satisfied that a party to any
reference made to him under section 74 with intent to defeat or delay the
execution of any decision that may be passed thereon is about to—

(a) dispose of the whole or any part of the propenty; or

(b) remove the whole or any part of the property from its existing
precincts, the Central Registrar may, uniess adequate security is fumished,
direct conditional attachment of the said property or such party thereof as he
thinks necessary. ' : :

(2) The attachment under sub-section (1) shall be executed by a
civilcourt having jurisdiction in the same way as anattachment order passed
by itselti!and shall have the same effect as such order,



118

Central'Registrar or the person authorised by him to be
civil court for certain purposes.

88. The Central Registrar or any person authorised by him in writing in
this behalf shall be deemed, when exercising any powers under this Act for
the recovery of any amount by the attachment and sale or by sale without
attachment of any property, or when passing any orders on any application
made to him for such recovery or for taking a step-in-aid of such recovery,
to be a civil court for the purposes of article 136 of the Schedule to the
Limitation Act, 1963 (36 of 1963). ’

Recovery of sums due to Government.

89. (1) Allsums due from a multi-State co-operative society, orfroman
officer or member or past member of a multi-State co-operative society, to
the Central Government ora State Government, including any cost awarded
to the Central Government or the State Government, as the case may be,
under any provision of this Act, may, on a certificate issued by the Central
Reglstrar in this behalf, be recovered inthe same manner as arrears of land
revenue. ‘ .
(2) Sums due from a multi-State co-operative society to the Central
Government or a State Government and recoverable under sub-section (1)
may be recovered firstly from the property of the society and secondly from
the members, past members or the estates of deceased members subject
to the limit of their liability:

Provided that the liability of past members and the estate of
deceased members shall in all cases be subject to the provisions of section
28.

CHAPTER XI
APPEALS AND REVISION
- Appeals.

90. (1) Subjecttothe provisions of section 91, an appeal shalllie under
this section against—

(a) anorder made by the Central Registrar under sub-section (2)
of section 7 refusing to register a multi-State co-operative society;

(b) an order made by the Central Registrar under sub-section (4)
of section 9 refusing to register an amendment of the bye Iaws of a multi-
State co-operative society;
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{(c) a decision of a multi-State co-operative society refusing or
deemed to be refusing under sub-section (5) of section 19 to admit any
person as a member of the society who is otherwise duly qualified for
membership under the bye- Iaws of the society;

{d) a decision of a multl State co-operative society under sub-
section (1) of section 21 expelling any of its members;

(e) a decision of a multi-State co-operative society removing an
elected member of a board under section 39;

(f) an order made by the Central Registrar under section 40
removing a member from his office;

(@) an order made by the Central Registrar under section 48
superseding the board of directors of a muiti-State co-operative society;

{h) an order made by the Central Registrar under section 71
apporttioning the costs of an inquiry held under section 69 or an inspection
made under section 70;

{iy an order made under sub-section (2) of secnon 73
(i) adecision or order made under section 76;

(k) an order made by the Central Registrar under section 77
directing the winding up of a multi-State co-operative society;

(I) an order made by the liquidator of a multi-State co-operative
society under section 81; '

(m) an order under sect:on 87 dlrectmg attachment of property
before award. - ST

(2) An appeal against any decision or order under sub-section (1)
shali be made within sixty days from the date of such decision or order,—

(a) ifthe decisionororderwas made by the Central Registrar, tothe
prescribed authority;

(b) if the decision was made by a multi-State co-operative society
(other than a national co-operative society), or a liquidator of such society,
to the officer who is empowered to exercise the powers of the Central
Registrar under sub-section (2) of section 4; or

(c) i the decision was made by a national co- operatuve society or
a liquidator of such society, to the Central Registrar appointed under sub-
section (1) of section 4.

(3) The appellate authonty may, if satisfied that the appellant was
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prevented by sufficient cause from preferring the appeal within the period of
sixty days, admit the appeal within such further period not exceeding sixty
days as that authority may deem fit.

(4) In disposing of an appeal under this section, the appellate
authority may, after giving the parties a reasonable opportunity of making
their representations, pass such order thereon as that authority may deem
fit.

(5) The decision or order of the appellate authority on appeal shall
be final. ‘

No appeal or revision in certain cases.

91. Notwithstanding anything contained in this Act, where with the
previous sanction in writing of, or on requisition by, the Reserve Bank, a co-
operative bank—

{a) is being wound up; or
(b) in respect of which a scheme of amalgamation or reorgani-
sation is given effect to; or

(c) in respect of which an order for the supersession of the board
and the appointment of an administrator therefor has been made,

no appeal, revision or review there against shall lie or be
permissible, and the sanction or requisition of the Reserve Bank shall notbe
liable to be called in question.

Revision.

92. 1) Subjet:t to the provisions of section 91, the Central Government
may, of its own motion or on an application, call for and examine the records
of any proceedings in which no appeal lies to the appellate authority under
section 90 for the purpose of satisfying itself as to the legality or propriety of
any decision or.order made under this Act and if in any case it shall appear
to the Central Government that any such decision or order should be
modified, annulled or revised or remitted for reconsideration, the Central
Government may, after giving the party to be affected thereby a reasonable
opportunity of being heard, pass such order thereon as it may deem fit:

Provided that the application to the Central Government for the
exercise of the powerunder this section shall be preferred within ninety days
from the date on which the decision or order to which the application relates
was communicated to the applicant:

Provided further that the Central Government may, if satisfied that
the appellant was prevented by sufficient cause from making the application
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within the said period of ninety days, admit the application after the expiry
of the said period.

(2) The Central Government may suspend the execution of the
decision or order pending the exercise of its power under sub-section (1) in
respect thereof.

(3) The Central Government may award costs in proceedings
under this section to be paid out of the funds of the multi-State co-operative
society concerned or by such party to the application for revision as the
Central Government may deem fit.

Review.

93. (1) The appellate authority under section 90 may, on the
application of any party interested, review its own order in any case and pass
in reference thereto such order as it thinks fit:

Provided that no such application shall be entertained unless the
appellate authority is satisfied that there has been a discovery of new and
important matter or evidence which after exercise of due diligence was not
within the knowledge of the applicant or could not be produced by him at the
time when the order was made or that there has been some mistake or error
apparent on the face of the record or for any other sufficient reason:

Provided further that no such order shall be made under this sub-
section unless notice has been given to all interested parties and they have
been afforded a reasonable opporiunity of being heard.

(2) An application for review under subjsection (1) by any party
shall be made within thirty days from the date of communication of the order
of the appeliate authority sought to be reviewed.

Interlocutory orders.

94. Where an appeal is made under section 90 or where the Central
Government calls for the records of a case under section 92, the appellate
authority or the Central Government, as the case may be, may, in order to
prevent the ends of justice being defeated, make such interlocutory orders,
including an order of stay, pending the decision of the appeal or revusion as
such authority or the Central Government may deem fit.
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CHAPTER Xl

SOCIETIES WHICH BECOME MULTI-STATE CO-Oi-"ERATIVE
SOCIETIES CONSEQUENT ON REORGANISATION OF STATES

Co-operative societies functioning Immediately before
re-organisation of States.

95. (1) Where by virtue of the provisions of Part Il of the States
Reorganisation Act, 1956 (37 of 1956) or any other enactment relating to
reorganisation of States, any co-operative society whichimmediately before
the day on which the reorganisation takes place, had its objects confined to
one State becomes, as from that day, a multi-State co-operative society, it
shall be deemed to be a multi-State co-operative society registered under
the corresponding provisions of this Act and the bye-laws of such society
shall, in'so far as they are not inconsistent with the provisions of this Act,
continue to be in force until altered or rescinded.

(2) Ifitappears tothe Central Registrar or any officer authorised in
this behalf by the Central Government (hereafter in this section referred to
as the authorised officer) that it is necessary or expedient to reconstitute or
reorganise any society referred to in sub-section (1), the Central Registrar
or the authorised officer, as the case may be, may, with the previous
approval of the Central Government, place before a meeting of the general
body of that society, held in such manner as may be prescribed, a scheme
for the reconstitution or reorganisation, including proposals regarding—

~ (a) theformation of new multi-State co-operative societies and the
transfer thereto inwhole or inpart, of the assets and liabilities of that society,
or

{b) thetransfer,inwholeorinpart, ofthe assets andliabilities of that
society to any other multi-State co-operative society in existence
immediately before the date of that meeting of the general body (hereafter
in this se’Ction referred to as the existing multi-State co-operative society).

(3) If the scheme is sanctloned by a resolutlon passed bya majority
of the members present atthe said meeting, either without madifications or
with modufucatuons to Whlch the Central Registrar or the authorised officer
agrees, he shall cemfy the scheme and upon such certification, the scheme
shall, notwithstanding anything to the contrary contained in any law,
regulation or bye-laws for the time being in force, be binding on all the
societies affected by the scheme, as well as the share-holders and creditors
of all such societies.
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(4) ‘If the scheme is not sanctioned under sub-section (3), the
Central Registrar or the authorised officer may refer the scheme to such
Judge of the appropriate High Court, as may be nominated in this regard to
the scheme shall be final and shall be binding on all the societies affected
by the scheme as well asthe shareholders and creditors of all such societies.

. Explanation.—In this sub-section, "appropriate High Court" means the
High Court within the local limits of whose jurisdiction the principal place of
business of the multi-State co-operative society is situated.

_ (5) Notwithstanding anything contained in this section, where a
scheme under sub-section'(2) includes any proposal regarding the transfer
of the assets and liabilities of any muiti-State co-operative society referred
to in clause (b) thereof, the scheme shall not be binding on such multi-State
co-operative society or the shareholders and creditors thereof, unless the
proposal regarding such transfer is accepted by that multi-State co-
operative society by a resolution passed by a majority of the members
present at a meeting of its general body.

CHAPTER XIH -
OFFENCES AND PENALTIES
Offences.

96. (1) A multi-State co-operative society or an officer or member
thereof wilfully making a false return or furnishing false information, or any
person wilfully or without any reasonable excuse disobeying any summons,
requisition or lawful-written order issued under the provisions of this Act, or
wilfully not -furnishing -any information required from him by a. person
authorised in this behalf under the provisions of this Act, shall be punlshable
with fine which may extend to-two hundred rupees:

.(2) Any employer who without sufficient cause, fails to pay to a
multi-State co-operative society the amount deducted by him under section
58 within a period of fourteen days from the date on which such deduction
is made, shall, v: nhout prejudlce to any action that may be taken against him
under any other law for the time being in force, be punishable with fine which
may extend to five hundred rupees.

(3) Any officer or custodian who wrlfully falls to hand over custody
of books, accounts, documents, records, cash, security and other property
belonging to a multi-State co-operative society of which he is an officer or
custodian, to & person entitled under section 49, section 67, section 68,
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section 69 or section 80 shall be punishable with fine which may extend to
two hundred rupees andin the case of a continuing breach, with a further fine
which may extend to five hundred rupees for every day during which the
breach is continued after conviction for the first such breach.

Cognizance of offences.

97. (1) Nocourtinteriorto thatof a Metropolitan Magistrate or a Judicial
Magistrate of the first class shall try any offence under this Act.

(2) No prosecution shall be instituted under this Act wittout the
previous sanction of the Central Registrar and such sanction shall not be
given without giving to the person concerned a reasonable opportunity to
represent his case.

CHAPTER XIV.
MISCELLANEOUS
Copy of Act, rules and bye-laws, elc., to be open to inspection.

98. Every multi-state co-operative society shall keep a copy of this Act,
the rules and its bye-laws and also a list of its members, open to inspection
free of charge at all reasonable times at the registered address of the
society.

Power to exempt multi-State co-operative societies
from conditions as to registration.

99. (1) Notwithstanding anything contained in this Act, the Central
Government may, by general or special ordér, for reasons to be recorded
therein, and subject to such conditions, if any, as may be specified therein
exempt any multi-State co-operative society or class of such societies from
any of the requirement of this Act relating to registration.

(@) (a) 'Th'e: Central Government may, by general or special order
and for reasons to be recorded therein,—

(i) exempt any multi-State co-operative society or any class of
such societies from any of the provisions of this Act or of the rules; or

{ii) direct that such provisions shall apply to such societyior class
of societies with such modifications not affecting the substance thereof as
may be specified in the order:

Provided that no order shall be made under sub-clause (ii) so as to
prejudice the interests of such society or class of such societies without a
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reasonable opportunity being given to make representation in the matter.

(b) Every order made under clause (a) shall be published in the |
Official Gazette.

Liquidator to be public servant.

100. Any person appointed as liquidator under the provisions of this Act
shall be deemed to be a public servant within the meaning of section 21 of
the Indian Penal Code (45 of 1860).

Notice necessary in suits.

101.'No suit shall be instituted against*a ‘multi:State co-operative
society or any of its officers in respect of any act touching the constitution,
management or the business 6f the society until the expiration of ninety days -
néxt afternotice in writing has'been delivered to the Central Registrar or left
at his office, stating the cause of 4ction, the name,-description and place of
residence of the plaintiff and the relief which he claifis, and the plaint shall
contain a statement that such notice has been so delivered or left.

Certain Acts not to apply.

102. (1)’ The provisions of the Companies Act, 1956 (1 of-1956)" and
the:Monopolies and Restrictive Trade Practices Act, 1969 (54 of 1969) shall
not applyto multi-State co-operative societies. '

(2)- The muilti-State co-operative societiés registered or deemed
to be registered under the provisions of this'Act shall not indulge in
monopolistic and restrictive trade practices, as defined in the Monopolies
and Restrictive Trade Practices Act, 1969 (54 of 1969).

Savings of existing multi-State co-operative societies.

103.%1): :Every multi-State cé-operaﬁve*societyi existing immediately
before th&commencement of this Act which has been registered under the 2
Co-operative Societies Act, 1912 (2 6t#912)or under-any otherAct relating 5
to co-operative societies: in: force, 'inany: State -or>in ‘pursuarice of the
provisions of thie: Multitinit Co-operative Societies: Act, 1942 (6 6f 1942),
shall be deemed to be registered undetthie correspondirig provisions of this s
Act, and the bye-laws of suchisociety shall, in:sc:ar:asithgy are notot
inconsistent with the provisions of thisiAct, or the rules; <continure: to be inin
force until altered or rescinded.

(2) All appointments, rules and orders'madelall notifications arhc
notices issued and all suits and other proceedings institlited undetany of thee
Acts referred to in sub-section (1) shait; iniso far astiy are notihgonsistent 1t
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with the provisions.of this Act, be deemed to have been respectively made,
issued and instituted under this act, save that an order made cancelling the
registration of a multi-State co-operative society shall be deemed, unless
the society has already been finally liquidated, to be an order made under
section 77 for its being wound up. :

Power to amend Second Schedule.

104. (1) If the Central Government is satisfied that any multi-State co-
operative society should be designated as a national co-operative society or
any national co-operative society specified in the Second Schedule should
be omitted from the said Schedule, it may, by notification, amend the said
Schedule so as to include therein such multi-State co-operative. society or
exclude therefrom such national co-operative society, and -thereupon the
said Schedule shall be deemed to have-been amended accordingly.

(2) A copy of every notification madé under sub-section (1) shall
be laid before each House of Parliament as soon as may be after itis made
‘Bar of /unsdlct/on of courts

105. (1) Save as otherwise provided in this Act, no court shalt have
jurisdiction in respect of—

(a) the regrstratnon of a multi- State co- operatlve socuety or its bye-
Iaws or of an amendment of the bye -laws;

~ (b) the removal of board of directors; ‘ ‘

(c) any drspute requnred under section 74 to be referred to the’
Central Registrar; and .

(d) any matter concerning the winding up and the dissolution of a
multi- State co- operatwe society.

(2 While a multi- State co operatlve socuety is being wound up, no
suit or other legal proceedlngs relating to the business of such society shall
be proceeded with or instituted against the liquidator or against the.society:
orany memberthereof except by leave ofthe Central Registrarand subject_
to such terms and condmons as he may |mpose a :

(3) Save as otherwise provided in this Act, no demston or order'x
made under this Act shall be questioned in any court. : "

Powers of civil court.

106. (1) In exercising'the functions conferred on him by or under this
Act, the Central Registrar, or any other person deciding ‘a dispute under
section-76-and the liquidator of a multi-State co-operative society and a
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person entitled to audit, inspect or hold an inquiry under this Act, shall have
all the powers of a civil court, while trying a suit under the Code of-Civil
Procedure, 1908 (5 of 1908), in respect of the following matters, namely:

(a) summoning and entorcmg the attendance of any person and
examining him on oath; : . L

(b) requiring the discovery and production of any document;
{(c) proof of facts by affrdavrts and ‘ ’ ,
{(d) issuing commissions for examination of thnesses

(2) Inthe case of an affidavit, any officer appointed by the Central
Registrar, or any other person deciding a dispute or the hqmdator as the
case may be, may admrmster oath to the deponent.

Indemnity.

107. No suit, prosecmlon or otherlegal proceedings shalltlie agarnst the
Central Registrar or any person subordinate to him or acting on his authority
or against any other person, in respect of anything in good faith done or
purportmg to have been done under this Act.

Opening of branches

108. (1) Notwithstanding anything containedto the contrary in any law
relating to co-operative societies .in force in a State, a multi-State co-
operative society, not being a co- operatrve bank; may open branches or
places of business in any place in India.’

(2) Where a multi-State co-operative saciety opens branches or
places of business in any State under sub-section (1), the Registrar of Co-
operatrve Societies in such State shall not. exercise any jurisdiction. in
relation to such branches or places of business nor shall call for any returns
or information there- from.

Power to make rules b :
109. (1) The Central Government may, by notmcatron make rules to
carry out the provisions of thrs Act. '

(2) In particular, and without prejudrce to. the generality of the
foregoing power, such rules may prowde for all or any of the following

matters, namely — it

(i) the form to be used the partrculars to be ‘given and the
conditions to be complied with in the making of applications under section
6forthe reglstratton of a multi-State co- Operatrve socrety and the procedu re
in the matter of such apphcatrons
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(i) the number of the applicants and the manner in which the
order of refusalto register amulti-State co-operative society and its bye-laws
shall be communicated under sub-section (2) of section 7;

(i) the manner in which the order of refusal to register any
amendment of the bye-laws shall be communicated under sub-section (4)
of section 9 and section 18;

(iv) the procedure and conditions for change in the extent of the
liability of a multi-State co-operative society under section 13;

(v) the matters in respect of which a multi-State co-operative
society may make bye-laws and-the procedure to be followed in making,
altering and abrogating bye-laws under section 9 or section 18 and the
conditions to be satisfied prior to such making, alteration or abrogation;

(vi) .the conditions to be complied with under section 19 by .
pérsons applying for admission as members, for the election and admission
of membérs arid the payment to be made and the interest to be acquired
before the exercise of the right of membership;

(vii) the number of individuals Who may be admitted as members
of the National Co-operative Union:of india'Limited, Néw Délhi as required
by section 19 and their qualitications;

(viii)' the withdrawal and exputsion of members and the payments,
if any; to'be made to members who withdraw or are expelled and the liability
of past members or the estates of deceased members;

(ix) the votes of members, as required by section 22:

(x) - the maximum number of shares of a multi-State co-operative

soclety which may, subject to the provisions of section 24, be held by a

member,; ’ ‘ ‘

(xi) theconstitution and pawers of a smaller body representing
the general body‘undersection 29; :

(xiij’ general meeting of the members under section 30, the period
within whichrsuch meeting bé'called and the procedure at such meetings and
the powers:to:be:exercised by such meetings;

(xiiij:theproportion: of .individuals and multi-State co-operative
societies inithg-constitution of the board of directors and the generat body
under section 32;

(xiv) the election of members of the boardsunder section 35 and
nomination of members to sucktboards undet:segtion 41, the appointment
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or election of officers and the powers to be exercised and the duties to be
performed by the boards and other officers;

(xv) the restrictions and conditions subject to which honorarium
may be paid under section 38 to the elected chairman or president of the
board of directors for services rendered;

{(xvi) theadditional measured and acts which may be takenor, as
the case may be, done by the board under section 42;

(xvii) the number of meetings of the board, the venue of such
meetings and the number of committees or sub-committees for purposes of
sections 43 and 46;

{xviii) the appointment and regulation of work entrustedto persons
replacing the board in pursuance of section 48;

(xix) the constitution of a body of persons under section 50 forthe
preparation of a list of persons eligible for appointment to the posts of Chiet
Executives and other management posts in national co-operative
societies and the amount of the maximum pay-scale applicable to such
posts;

(xx} the recruitment, remuneration, allowances and other
conditions of service of officers and other employees of national co-
operative societies under section 50;

(xxi) prohibiting a multi-State co-operative society from electing
a defaulting member, or a representative of defaulting member society, on
its board;

(xxii) the returns to be submitted by a multi-State co-operative
society to the Central Registrar, the persons by whom and the form in which
such returns shall be submitted and in case of failure to submit any such
returns, the levy of expenses of preparing it;

(xxiii) the persons by whom and the form inwhich copies of entries
in books of multi-State co-operative societies may be certified under section
56 and the charges to be levied for the supply of such copies;

(xxiv) the terms and conditions on which the Central Government
may make share-capital contribution or give financial or other assistance to
multi-State co-operative societies under section 59 and the terms and
conditions on which the Central Government may guarantee the payment of
the principal or interest on debentures issued by multi-State co-operative
societies or loans or deposits raised by them;
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(xxv) the procedure to be followed in proceedings before the
Central Registrar or other persons deciding disputes including the
appointment of a guardian for a pary to the dispute who is a minor or who,
by reason of unsoundness of mind or mental infirmity, is incapable of
protecting his interests, and the levy of expenses relating to such
proceedings;

(xxvi) the mode in whichthe vaiue of a deceased member's share
orinterest shall be ascertained andthe nomination of a persontowhomsuch
share or interest may be paid or transferred; :

(xxvii) the payments to be made and conditions to be complied
with by members applying for loans, the period for which any loans may be
made and the maximum amount which may be lent to any members;

(xxviii) the formation and maintenance of reserve funds and other
funds under section 61 and the objects to which such funds may be applied,
and the investment of any funds under the control of a multi-State co-
operative society under section 62;

(xxix) the conditions underwhich profits may be distributed under
section 61 to the members of a multi-State co-operative society and the
maximum rate of dividend which may be paid by multi-State co-operative
societies;

(xxx) the prohibitions and restrictions subject to which multi-
State co-operative societies may, under section 65, transact business with
persons who are not members;

(xxxi) the accounts and books to be kept by a multi-State co-
operative society and the audit of such accounts and the charges, if any, to
be made for such audit under section 67 and the periodical publication of a
balance-sheet. showing the assets and liabilities of a multi-State co-
operative society;

(xxxii) the calculation and writing off of bad debts by multi-State
co-operative societies;

(xxxiii) the appointment of persons for settlement of disputes
under section 76;

(xxxiv) the procedure to be followed by a liquidator appointed
under section 80 in respect of provisions of section 81;

(xxxv) the manner in which the surplus assets may be divided
amongst the members of the multi-State co-operative society under
section 82;
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(xxxvi) the procedure for execution of decisions under section 85;

(xxxvii) the procedure to be followed in presenting and disposing of
appeals under section 90;

(xxxviii) the issue and service of processes and for proof of service
thereof;

(xxxix) the manner ot effecting attachment;

(x1) the custody, preservation and sale of property under
attachment,

(xHh) the investigation of claims by persons other than the
defaulter to any right or interest in the attached property, and the
postponement of sale pending such investigation;

(xlii) the immediate sale of perishable articles;

(xliii)  the inspection of documents in the office of the Central
Registrar or of any other officer or authority and the levy of fees for granting
certified copies of the same;

(xliv)  the manner in which funds may be raised by a multi-State
co-operative society or a class of multi-State co-operative societies by
means of share or debentures or otherwise and the quantum of funds so
raised;

(xlv)  the procedure under section 95 for reconstitution and
reorganisation of societies which become multi-State co-operative societies
consequent on reorganisation of a State;

(xivi)  the method of communicating or publishing any decision or
order required to be communicated or published under this Act or the rules;

(xivii)  the manner and the periodicity of returns of pending cases
of registration of muiti-State co-operative societies and amendments of bye-
laws to be sent by the Central Registrar to the Central Government;

(xlvii) any other matter which is required to be, or may be
prescribed.

(8)  Everyrule made under this section shallbe laid, as soon as
may be after it is made, before each House of Parliament, while it is in
session, for a total period of thirty days which may be comprised in one
session or in two or more successive sessions, and if, before the expiry of
the session immediately following the session or the successive sessions
atoresaid, both Houses agree in making any moditication to the rule or both
Houses agree that the rule should not be made, the rule shalithereafter have
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effect only in such modified form or be of no effect as the case may be; so,
however, that any such modification or annulment shalf be without prejudice
to the validity of anything previously done under that rule.
Repeal.

110. The Multi-unit Co-operative Societies Act, 1942 (6 of 1942)
is hereby repealed.

THE FIRST SCHEDULE
[See section 3 (f)]
Co-operative principles

1. Membership of a multi-State co-operative society (hereafter in this
Schedule referred to as the society) should be voluntary and open, without
any social, political, or religious discrimination, to ali persons who can make
use of its services. '

2. Inasociety other than that with institutional membership, individual
member should enjoy equal rights of voting—one member, one vote.

3. (i) Surplus or savings, if any, arising out of the operations of the
society belong to the society as a whole, and no individual member has a
claim to the surplus.

(i) The surplus should be utiiised for all or any of the following
purposes, hamely:—

{(a) providing for development of the business of the society;

(b) providing services for the common enjoyment of members;

{c) distribution among the members in proportion to their
transactions with the society.
4. The society shouid undertake education of its members, office-
bearers and employees and the general public regarding the principles and
practice of co-operation.

5. The society should actively co-operate in every practical way with
other co-operative societies at local, national or international levels.

6. The share capital of a society shall receive strictly limited rate of
interest (that is to say dividend).

7. The affairs of a society should be administered by the management
in accordance with democratically expressed will of the members.

8. The management of the society is accountable to its own members.
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11.

12.
13.
14.
15.

16.

17.
18.
19.
20.
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THE SECOND SCHEDULE
[See sections 3 (m) and 104]

List of national co-operative societies

National Co-operative Land Development Banks Federation
Limited, Hyderabad.

National Federation of State Co-operative Banks Limited, Bombay.
National Co-operative Union of india Limited, New Delhi.

National Agricultural Co-operative Marketing Federation of India
Limited, New Delhi.

National Co-operative Consumers' Federation of India Limited,
New Delhi.

National Federation of Co-operative Sugar Factories Limited, New
Delhi.

National Federation of Industrial Co-operatives Limited, New Delhi.
National Co-operative Housing Federation Limited, New Delhi.
Indian Farmers’ Fertiliser Co-operative Limited, New Delhi.

Al india Federation of Co-operative Spinning Mills Limited,
Bombay. '

All India Industrial Co-operative Banks' Federation Limited,
Bangalore.

National Co-operative Dairy Federationof India Limited, New Delhi.
Petrofils Co-operative Limited, New Delhi.
National Heavy Engineering Co-operative Limited, New Delhi.

The All India Handloom Fabrics Marketing Co-operative Society
Limited, Bombay.

The National Federation of Urban Co-operative Banks and Credit
Societies Limited, New Delhi.

Krishak Bharati Co-operative Limited, New Delhi.
National Federation of Fishermen's Co-operative Limited, Bombay.
National Federation of Labour Co-operatives Limited, New Detlhi.

National Co-operative Tobacco Growers, Federation Limited,
Anand.



INDONESIA

THE LAW ON THE BASIC REGULATIONS
FOR COOPERATIVES
(Law No. 12 Year 1967)
CHAPTER 1
Article 1 General Provisions
As used in this Law and uniess a different meaning is intended in the

context,

"Cooperative (Society)": means an economic organisation of the people
as referred to in Chapter Il under article 3, incorporated in accordance with
the regulations as provided in Chapter Xil under article 44 of this Law.

"Cooperatives” means all aspects of the Movement and life of the
cooperative societies including the ideology, organisation and business.

"Minister": means the Minister with responsibility for Cooperatives.

"Administrator" : means the Official appointed by the Minister or
Government and exercising specific powers on Cooperatives as may have
been conferred upon him by the Minister.

CHAPTER 2
Article 2 Ideological basis

(1) The ideological basis of the Cooperatives in Indonesia shall be:
"Pancasila".

(2) The structural basis of the Cooperatives in Indonesia shall be the
Constitution (1945) and the operational basis shall be article 33 sub (1) and
its official elucidation concerned of the Constitution.

(3) The mental basis of the Cooperatives in Indonesia shall be "solidarity”
and "individuality”.
CHAPTER 3
Definition and Function
Section 1
Article 3 Definition of Cooperatives

The Cooperatives in Indonesia shall be an economic organisation of the
people with a social content (character), having persons or legal cooperative
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societies as members, forming an economic entity as a collective endeavour
based upon mutual help.
Section 2

Article 4 Function Cooperatives
The function of the Cooperatives shall be:

(1) as abattle organ in the economic sector for the upheavel of the welfare-
standard of the people;

(2) tor the democratisation of national economy;
(é) as one of the dominant unit of the economy of the Indonesian people;

(4) as an instrument for inspiring the masses in pursuance of a stable
national economy and encouraging the unity of the people to organize
the management of the . economy of the people.

CHAPTER 4
The Basic Values and Basic Cooperative Principles
Section 3

Article 5 The basic values of Cooperatives

The basic values of Cooperatives in Indonesia shall be mutual heip and
collective endeavour.

Section 4
Article 6 The Basic Cooperative Principlés
The Basic Cooperative Principles shall be:
(1) voluntary membership and open to all Indonesian citizens;
(2) the supreme authority shall be the general assembly of members;

(3) the division of surpluses shall be executed in proportion of the social
transactions and services by the members in the cooperatives;

(4) the interest on capital shall be limited;

(5) to develop the welfare of the-members in particular and the community
in general;
(6) the conduct of business and management shall be open;

(7) selthelp, self-activity-and selfsupport shall be the essential features of
the cooperative spirit in the achievement of selfreliance and
selfconfidence
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CHAPTER5
The Role of Cooperatives

Article 7

The cooperatives in Indonesia in pursuance of the economic
development and the welfare of the members in particular and the
community in general, shall have the following role to fulfil :

(1) tounite, to encourage, to organize andto develop the potential, creative
and auto-activity of the people for the achievement of the increase of
production and equitable income as well as the optimum welfare of the
people;

(2) to increase the living standard and the intelligence of the people;

(3) to achieve in a direct sense the development of an economic
democracy;

Article 8
In pursuance of above mentioned role and function, the Cooperatives in

Indonesia may enter into cooperation with the Public and Private Sector.

Above mentioned cooperation shall be organised and directed without
any violation of the cooperative basic principles.

Further regulations shall be promulgated by the Government.

CHAPTER 6
Membership, Responsibility and Right of the Members

Article 9

(1) The membership of the Cvoperative shall comprise of persons or
cooperative legal bodies;

(2) The membership shall be proven by the entry in the members’ register
which shall be kept in good order by the Board of Directors in conformity
with the stipulations as shall be prescribed by the "Administrator”;

Article 10
Any citizen of Indonesia, who:
(a) is legally capable to contract;

(b) complies with and adheres to the ideological basis and basic
cooperative principles;

(c) is capable and prepared to fulfil the duties and rights as a member, as
stipulated in the Law, the Bylaw, Rules and other regulations of the
sociely;
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shall be eligible for membership.
Article 11

(1) Membership of the society shall be based upon mutual interests in
pursuance of the objects of the cooperative;

(2) Membership of the society may be obtained or terminated upon fulfilling
the requirements as stipulated in the Bylaw;

(3) Membership shall not be transterable to anyone and by any reason.
Article 12
Every member of the society shall have the equal duties and
responsibilites in:
1. abiding:
(a) the ideological basis, the basic principles of cooperation;
(b) the act, the rules, bylaws and other regulations of the society;
(c) stipulations and resolutions adopted by the general meeting;
2. attending and actively participating in the general members' meeting.
Article 13
Every member shall enjoy the equal right:
1. io attend the members' meeting and the right o express his views
therein;
2. to elect and to be elected as a member of the Board of Directors/Board
of Supetrvision;
3. tocallupon a members' meeting in conformity with the regulation in the
bylaws;
4. topropose and express his views to the Board of Directors outside the
meeting, either requested or not requested;

5. toreceive equal services among other members;

6. to apply control at the current conduct of organisation and the business
of the society according to the provisions in the Bylaw.

CHAPTER 7
Organisation and Type of Cooperatives
Section 5
Article 14 Organisation

(1) Any twenty or more persons fulfilling the requirements stipulated under
article 10 may incorporate under this Law;

(2) Ifthe required number of persons as prescribed in sub (1) of this article
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cannot be compilied with, the Minister may provide otherwise;
Article 15

(1) If deemed necessary and for the benefit of efficiency, cooperative
societies may centralise themselves and incorporate into secondary
societies;

(2) Primary societies and secondary societies and any other societiesto be

formed by these societies as referredto in sub (1) of this article formone
inseparabile unit;

(3) Secondary and any other higher societies shall have the obligation and
right to guide and supervise the other (lower) societies;

(4) The relationship among societies of different stages (tiers) of
organisation of the same kind/type of cooperatives shall be regulated in
the bylaw concerned;

{5) The Minister shall further provide the requirements referred to in sub (1)
of this article.

Atticle 16

(1) The operational area of the Society shallbe inconcurrence withthe area
of Administration whereas full consideration shall be rendered to the
economic demand of interest of the society;

(2) In the event that the requirement referred to in sub (1) of this article
cannot be met, the Minister may provide otherwise;

Section 6
Article 17 Types of cooperation

(1) The type of cooperatives shall be based upon the demand and for the
benefit of efficiency in favour of a homogeneous group in a community,
there to driven by common activity/interest in pursuance of the common
aim of the members;

(2) For-the benefit of efficiency and an orderly development of the
cooperative movement (within one and the same area of operation)
there shall be only one society of the same type and degree;

(3) If the requirement refeired to in sub article (2) cannot be executed, the
Minister may provide otherwise;

Article 18

(1) Societies of various types may incorporate into another kind of type in
pursuance of some economic aim;

(2) A Cooperative Union, in pursuance of the aims and objects and to
promote the interest of the Cooperative Movement in Indonesia, shallbe
formed; its organisation shall be one and only;
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(3) The Minister shall register the organisation referred to in sub article (2)
and recognize in as a legal body (a body corporate).

(4) The organisation referred to in sub article (3) shall not involve itself with
economic activities in a direct sense. '

CHAPTER 8
The Government of Cooperatives

Article 19
(1) The government of cooperatives shall consist of:
1. The general members' Assembly;
2. The Board of Directors;
3. The Board of Supervision;
(2) If required, the Society may make provisions for an Advisors' Board.
Section 7

Article 20 General members' assembly

(1) The supreme authority in a society shall be vested in the general
members’' assembly;

{2) Resolutions of the assembly shall be decided with the utmost possibility
as ageneral consensus of opinion. Incase the latter may not be attained,
resolutions shall be decided by voting;

(3) In case of voting, each member is entitled to have only one vote in the
assembly;

(4) In secondary societies (and other societies of which the members are
cooperative societies) the administration of voting shall be conducted in
proportion to the amount of members as shall be provided in the
respective bylaw;

(5) There shall be no attendance and voting by proxy in the general
assembly;

Article 21
The General members' assembly shall have to decide upon:
1. the bylaw;

2. the general policy of conduct of business of the society and the
execution of resolutions decided by secondary societies;

3. the election/appointment/dismissal of the Board (members) of
Directors, the Board of Supervision and Advisors' board of the Society:

4. the operational plan, the estimate of revenue, the adoption of the
balance-sheet, the general conduct of business and management.
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Section 8

Article 22 Board of Directors

(1)

(2)

(4)

The Board of Directors shall be elected out of, and by the members in
ageneral members' meeting, whereas in secondary societies the board

“shall be elected out of the members of the society;

The requirements for election as members of the Board are:
(a) honest of character and efficient in management of business;
(b) other provisions as may be stipulated in the bylaw;

In the event that the general assembly fails to elect the members of the
Board completely out of the members of the society, the assembly is
authorized to elect in order to be appointed as members of the Board
those who are not members, provided however that the number of the
latter shall not exceed one third of the total number of the members of
the Board;

The term of office of the Board shall be laid down in the bylaw, provided
however that it shall not exceed the period of 5 (five) years;

Article 23

(1

(2
(3)

(4)

(3)
(6)

“The duties and responsibilities of the Board of Directors shall be to

conduct the administration and management of the business of the
society, to act for the society and shall be responsible to it for the
performance of its duties, and to represent the society, within and
outside the court;

The Board shall be entitled to appoint one or more persons to execute
the daily performances of business of the society;

The Board shall be responsible to and shall be obliged to report to the
General assembly regarding:

a. all matters relating to the conduct of business of the society;

b. all reports of audit or inspection concerning the organisation of the
society; it shall be incumbent upon the Board to submit copies of the
reports by the Supervisors to the Administrator;

Every member of the Board of Directors shall have to render cooperation
and goodwill to the Administrator in the performance of his duties; for
that purpose he shall be obliged to supply every information required by
the Administrator and to show all books and files, financial equipment,
stock of goods and inventory included within the assets of the society;

This Board of Directors shall have to convene an annual general
assembly meeting according to regulations as the bylaw may prescribe;

The Board of Directors shall have to keep a Register of the members of
the Board of Directors according to the regulations as the Administrator
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may prescribe;

(7) The Board of Directors shall have to maintain the good sphere of
cooperation among the members and shall have to serve the members
in conformity with sub (4) and sub (6) of article 13;

Article 24

The members of the Board of Directors shall be entitled to act to perform
thier duties in the interest of the Societies, in conformity with their
responsibilities and the resolutions of the General members' Assembly.

Article 25

(1) The members of the Board of Directors, shall in the discharge of their
respective duties be individually or collectively accountable for the loss
incurred by the society because of dereliction of their duty or
intentionally caused by them.

(2) In case of any dereliction of duty, which include the duties of several
members of the Board, the respective members shall be collectively
held liable. ,

(3) Any member of the Board shall be exempted from any liability, in so far
he can prove hisinnocence and that he has endeavoured to prevent the
cause of the loss immediately and sufficiently.

(4) Any member of the Board who shall be liable for any loss incurred by the

- society because of malice (prepence) may be suedthrough the Courtfor
indemnification.

(5) Every member of the Board shall be expected to be aware of the
stipulations in sub (1) of this article.

Regarding the effect of the stipulations of sub (1) under this article,
every member of the Board shall be expected to bé& aware if anything
that he ought to be aware of.

Article 26 ‘
If a member of the Board who shall be sued for any loss as being
regardedwithin his liability, can prove that the incurred loss is only partly
owing to his dereliction, the Court may after having taken these factors
into. consideration, contrary to the provisions in sub (2) of article 25,
decide otherwise.

Section 9

Article 27 Board of Supervision

(1) The members of the Board of Supervision shall be elected out of and by
the members in a general members' meeting.

(2) The membership of the Board of Supervision shall be incompatible with
the membership of the Board of Directors.
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(3) The provisions regulating the Board of Directors referredto under article
22 with the exception of the provisions under sub (3) fully apply to the
Board of Supervision.

Article 28

The Board of Supervision shall have the following function:

1. to audit and inspect the conduct of the society, including the
organisation, business and the execution of general policy of the Board
of Directors.

2. to submit a written report on the results of Audit and Inspection;
Article 29

The Board of Supervision shall be entitled at any time to:
1. verify all entries and records and correspondence relating all assets and

liabilities;
2. collect from anyone any information required.
Artilce 30

(1) The Board of Supervision shall be obliged to keep every resuit of audit
or inspection a secret toward third parties.

(2) The Board of Supervision shall render account and shall be responsible
to the General members' meeting.

CHAPTER 9
Economic Activity, Capital and Net Surplus

Section 10
Article 31 Economic activity

The field of activity of the cooperatives shall be production and other
economicfields in accordance with articie 33 of the Constitution of indonesia
{1945) and its memorandum of explanation.

Section 11
Article 32 Capital and Net Surplus

(1) The Capital of the Society shall consist of and shall be accumulated from
savings, loans, retentions fromthe net surplus, including reserve funds,
and any other financial resources.

(2) The savings of members in a Society, consist of:
(a) initial savings
(b) obligatory savings
(c) voluntary savings
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{3) Voluntary savings may be accumulated from non members.

Article 33
(1) Initial savings shall not be withdrawn as long as the holder remains a
member. .

(2) Obligatory savings may be withdrawn accordance the procedure further
prescribed in the bylaws, rules and other resolutions by the General
members' assembly, after considering the interests of the society.

Section 12
Article 34 Apportionment of net surplus

(1) The net surplus of the society shall be the difference betweenthe income
received or accrued during the book year and the total of expenditure
made or accrued during the year and provisions and allowance of
depreciation.

{2) Net surplus shall originate from the activities with members and non-
members.

(38) Net surplus originating out of activities with members shall be allocated
for the following purposes:

(a) Reserve fund of the society.

(b) Members’ dividend in proportion to the services rendered.

{(¢) Fund for the Board of Directors.

(d) Fund for employees/workers

(e) Fund for Educational purposes

(f) Fund for Social purposes

(9) Fund for Community Development in the operational area.
(4) Net surplus originating out of activities with non-members, shall be
allocated for the following purposes:

(a) Reserve fund of the society

(b) Fund for the Board of Directors

(c) Fund for employees and workers

(d) Fund for Educational purposes

(e) Fund for Social purposes

(f) Fund for Community Development in the operational area.

(5) The size of apportionment as prescribed in sub article (3) and (4) shall
be regulated in the bylaws.

(6) The disposal of the net surplus as prescribed in sub articles (3) and (4)
with the exception of the reserve fund shall be regulated in the bylaws
with full consideration of the interests of the society.
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Article 35

(1) The cooperative society shall be entitled to regulate the accumulation
anddisposal of the reserve fund in accordance with the provisions in the
bylaws.

(2) In case of dissolution, the net surplus after eventual losses and
expenses of liquidation have been covered, shall be devoted to other

“cooperative societies or to other bodies with the same aim or objects as
the Cooperative Society.

CHAPTER10 '
Liability of Members

Article 36

(1) The liability of amember shallbe the obligationto participate collectively
inthe losses of the societies, either at the closing of the book year or at
liquidation.

(2) The liability of the members may be either fimited or unlimited, and shali
be regulated in the bylaws accordingly.

(3) Incase of limited liability, every member shall be liable for any debts of
the society up to a limited maximum amount as specified in the bylaw.

(4) Incase of dissolution, the liability of a past member for the loss and debts
ofthe society as they existed on the date on which he ceased to be a
member shall not continue for a period of more than twelve months.

(5) Incasethere are liable members who are not in the position to pay either
partly or wholly as required in sub article (1) and (2) of this article, the
other members shall be liable collectively and equally.

CHAPTER 11
The Role of Government

Article 37

It shallbe competent forthe Government to render guidance, inspection,
protection and facilities in favour of the Cooperatives and enable the
cooperative movement in the materialization of the requirements of article
33 of the Constitution and its explanatory memorandum.

-Article 38

(1) Inpursuance of article 37, and without curtailing the rights and duties of
the cooperatives and without effect on their independence, the
Government shall promulgate regulations to formulate and carry out of
policy on developing, guidance, rendering facilities, protection and
inspection of all activities of the Cooperatives.
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(2) The Minister shall appoint the Administrator and stipulate the limit of
competence of the latter in empowering him with the task of
development guidance and inspection.

(3) The Administrator may at any time attend and take part in the
deliberations of the meeting of the Board of Directors and the General
members’' assembly. In extraordinary cases, the Administrator ‘is
entitled to summon a general members' meeting, to fix the agenda and
to participate in the deliberations. '

Article 39

The Administrator shall be entitled to audit the cooperatives or cause to
be audited by some person or body authorised by him. The Administrator
and or the Auditor shall be obliged to keep all results of audit a secret.
Article 40

Credit from the Government and the obligation to pay tax by
Cooperatives shall be regulated by special legislation while considering the
function of Cooperatives and the special features embodied in those
societies.

CHAPTER 12
The Legal Status of Cooperatives
Section 13

Article 41

Cooperative Societies, of which the bylaws are constituted in
compliance with the regulations of this Law, shall be legal bodies (bodies
corporate).

Article 42

(1) The Minister shall be vested with the powers of incorporating
cooperative societies.

(2) The Minister may devolute his powers of- mcorporatmg the
Administrator.

Article 43

(1) The incorporation referred to under article 41 shall be stated in the
charter of bylaws, the constitution of which shall not be in contravention
with this Law.

(2) The Minister shall prescribe as a guidance the basic requirements and
the provisions for the bylaws to contain.
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Section 14
Article 44 The procedure of incorporation

(1) Forthe purpose of incorparation, the founders of the society shall submit
the memorandum (charter) of association, intwo fold one of which duly
stamped to the Administrator, accompanied by the extract of minutes of
the meeting of memorandum, stating the number of (prospective)
members, and the names of those authorized to sign the memorandum.

(2) On receipt of the charter of association the Administrator shall issue a
certificate of receipt duly dated to the founders of the Society.

(3) If the Administrator is satisfied that a society has complied with the
provisions of this Law, he shall register the charter of association and its
bylaws in the "General Register of Societies” which shali be kept for that
purpose by the Administrator.

(4) The date of registration of the charter shall prevail as the date of
memorandum (foundation) of the Society.

(5) Bothcharters referred to under sub (1) of this article shall be duly dated,
numbered and authenticated by signature of the Administrator on behalf
of the Minister. One charter shall be deposited at the office of the
Administrator whereas the other charter duly stamped shall be
forwarded to the society.

(6) In case of difference in contents in both charters of the registered
society, the charter deposited at the office of the Administrator shall be
valid.

(7) The Administrator shall notify every incorporation of societies in the
Ofticial Gazette.

(8) The General Register together with the charter of incorporation
deposited at the office of the Administrator shall be open to inspection
by the public; copies or excerpts shall be available on payment of the
expenses.

(9) The Minister may provide exemptions on the stamp duties forthe charter
of associations as referred to under sub (1) of this article.

Article 45

Since the date of registration as prescribed under article 44 sub (3), the
Society concerned shall be a body corporate by the name under which it is
registered; all rights, responsibilities and agreements concluded on behalf
of the Society before the date of registration shall succeed to the registered
Society with effect from the date of registration.

Article 46
(1) The Administrator shall have to.register a Society within 6 (six) months
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since the receipt of application for registration as prescibed under article
44,

(2) If the Administrator is not prepared to register a society, he shall have
to acknowledge consequently within 3 (three) months prior to the
expiration of the period stipulated under sub (1) of this article. The
acknowledgement has to be accompanied by the specific reasons for
his refusal and has to be forwarded by registered post or by any other
justified means to the applicants for registration. Copies of this
acknowledgement have to be submitted to the Administrator (higher in
rank) and to the Minister.

(3) An appeal against the refusal by the Administrator as referred to under
sub (2) of this article shall lie to the Minister within 3 (three) months from
the date following the date of receipt of the refusal.

(4) The Minister shall take a resolution at the latest 3 (three) months since
the date following the date of his receipt of the request for appeal.

(5) The resolution by the Minister shall be final and conclusive.
Article 47 '

(1) Incase of amendment of the bylaws, the obligation and proceedings as
provided under article 44 shall apply in full; the charter of amendment
together with the extracts of the minutes of the general members'
meeting concerned, stating the number of members and of those
present, and the names of those authorized to sign the charter of
amendment, shall be submitted to the Administrator.

(2) The provisions undér article 46 shall also apply to the charter of
amendment as prescribed under sub (1) of this article.

Article 48

(1) No other societies or other economic enterprises what so ever
incorporated in contravention with this Law shall carry on business
under the name "cooperative”, provided the Minister permits
~otherwis?.

(2) The provisions under (1) of this article shall not apply to Governmental
organisations and scientific bodies.

- | CHAPTER 13
Wind.in‘g up and Dissolution of Cooperative Societies
Section 15
Article 49 The proceeding of winding up & dissolution

(1) Thewinding up of asociety may be applied upon a resolution passed by
the general members' meeting summoned for that purpose.
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(2) The Administrator may of his own motion make an order directing the
winding up of a cooperative society:
(a) where the cooperative society has ceased to comipiy with the
requirements of this Law;

(b) where the aclivities of the society have been pejudicial to the
general order and social ethics;

(c) where further viability of the society has ceased to exist.

(3) An appeal against the order by the Administrator to wind up a
cooperative society as prescribed under (2) of this article, shall lie to the
Minister.

{(4) The winding up of a cooperative society shall be instructed in writing by
the Administrator, notified in the Official Gazette and stated in the
General Register at the office of the Administrator where the charter of
association has been registered.

Article 50

(1) The winding up of a cooperative society as applied upon the resolution
of the general members’ meeting referred to under sub (1) of article 49,
shall be ordered by the Administrator on receipt of the application
submitted by the Board of Directors or by those authorized.

(2) The applicationforwinding up shall be accompanied by an extract of the
minutes of the special general members’ meeting concerned, stating the
resolution passed by the General members' meeting for winding up the
society.

Article 51

(1) The winding up of a cooperative society ordered by the Administrator of
his own motion for reasons as stated under sub (2) of article 49, shall
take effect only after the expiration of the period of 3 (three) months and
after he has communicated in writing by registered post or by any other
justified means to the cooperative society concerned, of his intention to
wind up and state his reasons for the same, and if no appealis preferred.
Copies of the order for winding up issued by the Administrator shall be
submitted to the Minister and the Administrator (higher in rank).

(2) Within 3 (three) months since the receipt of the written order issued by
the Administrator as referred to under sub (1) of this article, the Board
of Directors or at least one tenth of the total amount of members of the
society, is entitled to prefer an appeal by writing to the Minister
communicated by registered post or by any other justifiable means.
Copies of this written appeal shall be submitted to the Administrator
concerned. :

(3) The Minister shall have to decide as soon as possible and shall submit
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his decision to the Administrator concerned, who shall have to actin
accordance with the Minister's decision.

Section 16
Article 52 Dissolution

(1) Upon the issuance of the order concerning the winding up of the
cooperative society, the Administrator shall state the name or names of
a person or persons or body who (which) has (have) been appointed
subjectto his directionand control, liquidator or liquidators of the society,
the rights and responsibilities of which (whom) shall be further
prescribed under article 53 of this Law.
(2) The appointmentof the liquidator(s) shall have to come into effect as per
_date of the issuance of the order by the Administrator for winding up of
the Cooperative Society.
(3) The liquidator(s) shall be responsible to the Administrator.

(4) During liquidation, the cooperative society concerned shall remain a
body corporate.

Article 53
The liquidator(s) shall have the following rights, powers and
responsibilities:
1. toperformevery legal action for and onbehalf of the society by his name
~of office and to represent the same before and outside the Court;
2. to collect every information required;

3. tosummona memberor members and past members referred to under
article 36, either individually or collectively;

4. to determine the contribution to be made to the assets of the somety by
members and past members as referred to under article 36;

5. to determine by what persons and in what proportions the costs of
liquidation are to be borne;

6. toarrange for the distribution of the assets of the Sdciety in accordance
to the objects or aim of the Society or in conformity with the resolution
passed by the last general members' meeting or in compliance with the
regulations as may have been prescribed in the bylaws; :

7. to determine the deposit and the conversion (application) of all the
records of the society;

8. todetermine the payment of the costs of liquidation and the other debts
of the society;

9. todraw up anofficial report onthe liquidation on termination of the period
of liquidation the duration of which shall be fixed by the Administrator.
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Section 17
Article 54 The termination as a corporate body

1. The Administrator shall notify in the Official Gazette on the termination
of liquidation.

2. The Society shall cease to exist as a corporate body from the date of
notification in the Official Gazette referred to under sub (1) of this articlel.

CHAPTER 14
Penalties

Article 55

(1) Any member of the Board of Directors intentionally violating the
provisions under sub (9) of article 9 or under sub (6) of article 23 shall
be punished by afine of not exceeding the sum of one hundred rupiahs.

(2) Any person wilfully violating the provisions under sub (4) or sub (5) of
article e 23 shall be punished by a fine of not exceeding the sum of five
hundred rupiahs (Rp) or by imprisonment for not more than fourteen
days.

(3) Any person intentionally or by reason of his negligence violation the
provisions under sub (1) of article 30 or under article 39, shall be
punished by a fine of not exceeding one thousand rupiahs or by
imprisonment for not more than one month.

(4) Any person or group of persons wilfully violating the provisions under
article 48 shall be punished by a fine of not exceeding two thousand
rupiahs or imprisonment for not more than two months.

(5) Tresspasses convicted under sub (1), sub (2), sub (3) and sub (4) of this
article shall be at the discretions of the Court constituted as oftences
(non criminal acts).

(6) Other penalties of administrative character in addition to the provisions
under this article may be imposed by the Minister.

Article 56

In addition to the persons qualified to investigate in accordance with the
Penal Code, the Administrator as appointed under article 1 of this Law shall
be entitied to investigate and to prosecute and to determine under oath of
office the offences as stipulated under sub (1) up to and including sub (4)
of article 55 of this Law.
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CHAPTER 15
Transitional Regulations

Article 57

(1) Any Cooperative Society existing prior to the enactment of this Law shail
have to adjust itself with the provisions under this Law provided that this
adjustment shall take place within one year as per the date of the
promulgation of this Law.

(2) The Minister shall prescribe the regulations required under sub (1).
(3) Every regulation in contravention with this Law shall be void.
(4) The Minister shali have to provide the rules of this Law.

CHAPTER 16
Concluding Provisions

Atticle 58

This Law shall be known as the "Law on the Basic Regulations for
cooperatives" and shall take effect upon its date of enactment.

In order that every person shall be deemed cognisant of this Law, the
promulgation of this Law in the Official Gazette of the Republik of Indonesia
shall have to be instructed.

Rectified at Djakarta

Date: December 18th ,1967
The Acting President of the

Republic of Indonesia
{duly signed)

SOE HARTO

Enacted at Djakarta
Date: December 18th, 1967
Secretary of the Cabinet
{duly signed)
SUDHARMONO S.H.

(Official Gazette 1967 Nr. 23).



PHILIPPINES

THIRD REGULAR SESSION
Metro Manila, July 24, 1989

[Republic Act No. 6938]
An Act to Ordain a Cooperative Code of the Philippines

Be it enacted by the Senate and House of Representatives of the
Philippines in Congress assembled :

CHAPTER - 1

GENERAL CONCEPTS AND PRINCIPLES

ART. 1. Title : This Act shall be known as the "Cooperative Code of the
Philippines."

ART. 2. Declaration of Policy : It is the declared policy of the State to
foster the creation and growth of cooperatives as a practical vehicely for
promoting self-reliance and harnessing people power towards the
attainment of economic development and social justice. The State shall
encourage the private sector to undertake the actual formation and
organisation of cooperatives and shall create an atmosphere that is
conducive to the growth and development of these cooperatives.

Toward this end, the Government and all its branches, subdivisions,
instrumentalities and agencies shall ensure -the provision of technical
guidance, financial assistance and other services to enable said
cooperatives to develop into viable and responsive economic enterprises
andthereby bring about a strong cooperative movementthatis free from any
conditions that might infringe upon the autonomy or organisational integrity
of cooperatives.

Further, the State recognizes the principle of subsidiarity under which
the cooperative sector will initiate and regulate within its own ranks the
promotion and organisation, training and research, audit and support
services relating to cooperatives with government assistance where
necessary.

ART. 3. General Concepts : A cooperative is a duly registered
associationof persons witha commonbond of interest, who have voluntarily
joined together to achieve a lawful common social or economic end, making
equitable contributions to the capital required and accepting a fair share of
the risks and benefits of the undertaking in accordance- with universally
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accepted cooperatives principles.

ART. 4. Cooperative Principles : Every cooperative shall conduct its
affairs in accordance with Filipino culture and experience andthe univer/sally
accepted principles of cooperation which include the following:

(1) Open and Voluntary Membership - Membership in a cooperative
shall be voluntary and available to all individuals regardless of their social,
political, racial or religious background or beliefs.

(2) Democratic Control - Cooperatives are democratic organisations.
Their affairs shall be administered by persons elected or appointed in a
manner agreed upon by the members. Members of primary cooperatives
shall have equal voting rights on aone member one vote principal: Provided,
however, that, in the case of secondary and tertiary cooperatives, the
provisions of Article 37 of this Code shall apply.

(3) Limited interest in Capital - Share capital shall receive a strictly
limited rate of interest.

(4) Division of Net Surplus - Net surplus arising out of the operations
of a cooperative belongs to its members and shall be equitably distributed
for cooperative development, common services, indivisible reserve fund,
and for limited interst on capital and or patronage rewfund in the manner
provided in this Code and in the article of cooperation and bylaws.

(5) Cooperative Education - All cooperatives shall make provision for
the education of their members, officers and employees and of the general
public based on the principles of cooperation. .

{6) Cooperation Among Coopetratives - All cooperatives, in order to
best serve the interest of their members and communities,}_ shall actively
cooperate with other cooperatives atlocal, national, and internationallevels.

ART. 5. Definition of Terms - The following terms shall mean :

(1) Member includes a person either natural or juridical who, adhering
to the principle s set forth inthis Code and in the articl€'s of cooperation, has
been admitted by the cooperative as member;

(2) General Assembly shall mean the full membership of the
cooperative duly assembled for the purpose of exercising all the rights and
performing all the obligations and bylaws;

(3) Board of Directors shall mean that body entrusted with the
management of the affairs of the cooperatlve under its articles of
cooperation and bylaws;

(4) Committee shall refer to any body entrusted with specific functions
and responsibilities under the bylaws or resolution of the general assembly
or the board of directors;
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(5) Articles of Cooperation means the articles of cooperation registered
under this Code and includes a registered amendment thereof;

{6) Bylaws means the bylaws registered under this Code and includes
any registered amendment thereof;

(7) Registrations means the operative act granting jundical personality
to a proposed cooperative and is evidenced by a certificate of registration;

(8) Cooperative Development Authority means the government
agencies in charge of the registration and regulation of cooperatives as
such, herein-after referred to as the Authority; and

(9) Universally Accepted Principles means that body of cooperative
principals adhered to worldwide by cooperatives in other jurisdictions.

CHAPTER - 2
Organization and Registration

ART. 6. Organization of cooperatives - A cooperative may be
organized and registered by at least fifteen (15) persons for any or all of the
tollowing purposes: ’

(1) To encourage thrift and savings mobilization among the members;

(2) To generate funds and extend credit to the members for productive
and provident purposes;

(3) To encourage among members systematic production and
marketing;

(4) To provides goods and services and other requirements to the
members;

(5) To develop expertise and skills among its members;
(6) To acquire lands and provide housing benifits for the members ;
(7) To acquire lands and provide housing benifits for the members;

(8) To promote and advance the economic, social and educational
status of the members;

(9) Toestablish, own, lease oroperate cooperative banks, cooperative
wholesale and retail complexes, insurance and algricultural
industrial processing enterprises, and public markets;

(10} To coordinate and facilitate the activities of cooperatives; and

(11)To undertake any and all other activities for the effective and
efficient implementation of the provisions of this Code.

ART. 7. Objectives of Cooperative - The primary objective of every
cooperative is to provide goods and-services kto its members and thus
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(4) Four (4) copies each of the proposed articles of cooperation,
bylaws, and the general statement required under Article 11 of this Code
shall be submitted to the Cooperative Development Authority.

(5) Nocooperative shall be registered unless the articles of cooperation
is accompanied with the bonds of the accountable officers and a sworn
statement of the treasurer elected by the subscribers showing that at least
twenty-five per centum (25%) of the authorized share capital has been
subseribed and at least twenty-five for centum (2590)of the total subscription
has been paid: Provided, that in no case shall the paid-up share capital shall
be less than Two thousand pesos (P 2,000.00).

ART. 15. Bylaws- (1) Each cooperative to be registered under this
Code shall adopt bylaws not inconsistent with the provisions of this Code.
The bylaws shall be filed at the same time as the articles of cooperation.

(2) The bylaws of each cooperative shall provide:

(a) The qualifications for admission to membership and the paymentto
be made or interest to be acquired as a condition for the exercise of
the right of membership;

{(b) The rights and liabilities of membership;

(c) The circumstances under which membership is acquired,
maintained and lost;

(d) The procedure to be followed in cases of termination of
membership;

(e) The conditions under which the transfer of a share or interest of the
members shall be permitted;

(f) The rules and procedures on the agenda, time, place and manner
- of calling, convening, conducting meetings, quorum requirements,
voting systems, and other matters relative to the business affairs of

the general assembly, board of directors, and committees;

() The general conduct of the affairs of the cooperative, including the
powers and duties of the general assembly, the board of directors
committees and its officers and their qualifications and
disqualifications;

(h) The mannerinwhichthe capital may be raised and the purposes for
which it can be utilized; .

(i) The mode of custody and of investment of net surplus;

() The accounting and auditing systems;

(k) The manner of loaning and borrowing, including limitations thereof;
{I) The method of distribution of net surplus;
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{m) The manner of adopting, amending, repealing and abrogating
bylaws;

{n) A conciliation or mediation mechanism forthe amicable settlement
of disputes among members, directors, officers and committee
members of the cooperative; and

(o) Other matters incident to the purposes and activities of the
cooperative. ’

ART. 16. Reglstration.- A cooperative formedor organised under this
Code acquired juridical personality form the date the Cooperative
Development Authority issues a certificate of registration under its official
seal. All applications for registration shall be finally disposed of by the
Cooperative Development Authority within a period of thirty (30) days from
the filing thereof, otherwise the application is deemed approved, unless the
cause of the delay is attributable to the applicant: Provided, That, in case of
a denial of the application for registration, an appeal shall lie with the Office
of the President, within ninety (90) days from receipt of notice of such denial:
Provided, further, That failure of the Qffice of the President to act on the
appeal within ninety (90) days from the filing thereof shall mean approval of
said application.

ART. 17. Certificate of Registration - A certificate of registration
issued by the Cooperative Development Authority under its official seal shall
be conclusive evidence that the cooperative therein mentioned is duly
registered unless it is proved that the registration thereof has been
cancelled.

ART. 18. Amendment of Articles of Cooperation and Bylaws -
Unless otherwise prescribed by this Code and for legitimate purposes, any
provision or matter stated in the articles of cooperation may be amended by
two-thirds (2/3) vote of all the member with voting rights, without prejudice
to the right of the dissenting membersto exercise their right to withdraw their
membership under Articles 31 and 32.

The original and amended articles together shall contain all provisions
requiredby law to be setoutinthe articles of cooperation. Amendments shall
be indicated by underscoring or otherwise appropriately indicating the
change or changes made and a copy thereof duly certitied under oath by the
cooperative secretary and a majority of the directors stating the fact that said
amendment or amendments have been duly approved by the required vote
of the members. All amendments to the articles of cooperation shall be
submitted to the Cooperative Development Authority. The amendments
shall take effect upon its approval by the Cooperative Development
Authority or within thirty (30) days from the date of filing thereof if not acted
upon by the Authority for a cause not attributable to the cooperative.
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ART. 19. Contracts Executed Prior to Registration and Effect
Thereof- Contracts executed between private persons and cooperatives
prior to the registration of the cooperative shall remain valid and binding
between the parties and upon registration of the cooperative. A formal
written contract shall be adopted and made in the cooperative's name or on
its behalf prior to its registration.

ART. 20. Division of Cooperatives - Any registered cooperative may,
by aresolution approved by a vote of two-thirds (2/3) of the members eligible
to vote at a general assembly meeting, resolves to divide itself into two (2)
or more cooperatives. The procedure for such division shall be prescribed
in the regulations of the Cooperative Development Authority. The new
cooperatives shall be come legally established upon registration with the
Authority: Provided, That all the requirements set forth in this Code have
been complied with by the new cooperatives: Provided, further, That no
division of a cooperative in fraud of creditors shall be valid.

(1) Merger and consolidation of cooperatives.- (1) Two (2) or more
cooperatives may merge into a single cooperative which shall be one of the
constituent cooperatives or may consolidate into a new single cooperative
which shall be the consolidated cooperative.

(2) No merger or consolidation shall be valid unless approved by two-
thirds (2/3) of all the members eligible to vote of each of the constituent
cooperatives at separate general assembly meetings. The dissenting
members shall have the right to exercise their right to withdraw their
membership pursuant to Articles 31 and 32.

(3) The Cooperative Development Authority shall issue the guidelines
governing the procedure of merger or consolidation of cooperatives. In any
case, the merger or consolidation shall be effective upon the issuance of the
certificate of merger or consolidation by the Cooperative Development
Authority.

ART. 22. Effects of Merger and Consolidation - The merger or
consolidation of cooperatives shall have the following effects.

(1) The constituent cooperatives shall becomes a single cooperative
which, in case of merger, shall be the surviving cooperative, and, in case of
consolidation, shall be the consolidated cooperative;.:

(2) The separate existence of the constituent cooperatives shall cease,
except that of the surviving or the consolidated cooperative;

(3) The surviving or the consolidated cooperative shall possess all the
rights, privileges, immunities and powers andshallbe subject to allthe duties
and liabilities of a cooperative organized under this Code;

(4) The surviving or the consolidated cooperative shall possess all the
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assets, rights, privileges, immunities and franchises of cach of the
constituent cooperatives; and

(5) The surviving or the consolidated cooperative shall be responsible
for all the liabilities and obligations of each of the constituent cooperatives
in the same manner as if such surviving or consolidated cooperative had
itself incurred such fiabilities or obligations. Any claim, action or proceeding
pendingby oragainst any such constituent cooperatives may be prosecuted
by or against the surviving or consolidated cooperative, as the case may be.
Neither the rights of creditors nor any lien upon the propenty of any of such
constituent cooperative shall be impaired by such merger or consolidation.

ART. 23. Types and Categories of Cooperatives - (1) Types of
Cooperatives may fall under any of the following types:

(a) Credit Cooperative is one which promotes thrift among its members
and creates funds in order to grant loans for productive and
provident purposes;

(b) Consumers Cooperative is one the primary purpose of which is to
procure and distribute commodities to members and non-members;

(¢) Producers Cooperative is one that underntakes joint product whether
agricultural or industrial;

(d) Marketing Cooperative is one which engages in the supply of
production inputs to members and markets their products;

(e) Service Cooperative is one which engages in medical and dental
care, hospitalization, transportation, insurance, housing, labor,
electric light and power, communication and other services; and

(f) Multipurpose Cooperative is one which combines two (2) or more of
the business activities of these different types of cooperatives.

(2) Categories of Cooperatives - Cooperatives shall be categorized
according to membership and territorial considerations as follows:

(a) Interms of membership, cooperative shall be categorized into:
(iy Primary- The-members of which are natural persons;
(i) Secondary- The members of which are primaries; and

(ii) Teriary- The members of which are secondaries upward to one (1 )>
or more apex organizations.

Those cooperatives the members of which are cooperatives shall be
known as federations or unions, as the case may be; and

(b) Interms of territory, cooperatives shall be categorized according to
areas of operations which may or may not coincide with the political
subdivisions of the country.
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ART. 24. Federation of Cooperatives - (1) A federation of
cooperatives whose members are primary and/or secondary cooperatives
with single line or multipurpose business activities may be registered under
this Code for any or all of the following purposes:

(@) Primary Purpose- To carry on any cooperative enterprise

authorized under Article 6;

(b) Secondary Purpose- (i) To carry on, encourage, and assist

educational and advisory work relating to its member cooperatives;

(i) To render services designed to encourage simplicity, efficiency,

and economy in the conduct of the business of its member

cooperatives and to facilitate the implementation of their
bookkeeping, accounting, and other systems and procedures;

(iii) To print, publish, and circulate any newspaper of other publication
in the interest of its member cooperatives and enterprises;

(iv) To coordinate and facilitate the activities of its member
cooperatives;

(v) To enter into joint ventures with national or international
cooperatives of other countries in the manufacture and safe of
products and/or services in the Philippines and abroad; and

(vi) To perform such other functions as may be necessary to attain its
objectives.

A federation of cooperatives may be registered by carrying out the
formalities for registration of a cooperative.

(2) Registered cooperatives may organize a federation at the
provincial, city, regional, and national levels according to the type of
business carried on.

ART. 25. Cooperative Unions - Registered cooperatives and
federations atthe appropriate levels may organize or join cooperative unions
to represent the interest and welfare of all types of cooperatives at the
provincial, city, regional, and national levels. Cooperative unions may have
the following pumpose :

(a) To represent its member organizations;

(b} To acquire, analyze, and disseminate, economic, statistical, and
other information relating to its members and to all types of
cooperatives within its area of operation;

(c) Tosponsor studiesinthe economic, legal, financial, social and other
phases of cooperation, and publish the result thereof;

(d) To promote the knowledge of cooperative principles and practices.
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(e) To develop the cooperative movement in their respeciive
jurisdictions;

(fy To advise the appropriate authorities on all questions relating to
cooperatives;

(g) To raise funds through membership fees, dues and contributions,
donation, and subsidies from local and foreign sources whether
private or government ; and

(h) Todo and perform sucn other activities as may be necessary to attain
the foregoing objectives.

Cooperative unions may assist the national and local governments in
the latter's deveiopment activities in their respective jurisdictions.

CHAPTER 3
MEMBERSHIP

ART. 26. Who may be Members of Cooperatives - Any natural
person, who is a citizen of the Philippines, a cooperative, or nonprofit
organization with juridical personality shall be eligible for membership in a
cooperative if the applicant meets the qualifications prescribed in the
byelaws: Provided, That only natural person may be admitted as members
of a primary cooperative.

ART. 27. Kinds of Membership - A cooperative may have two (2)
kinds of members to wit:(1) regular members and (2) associate members.
A regular member is one who is entitied to all the rights and privileges of
membership. An associate member is one who has no right to vote nor be
voted upon and shall be entitled only to such rights and privileges as the
bylaws may provide.

A cooperative organized by minors shall be considered a laboratory
cooperative and must be affiliated with a registered cooperative. A
laboratory cooperative shall be governed by special guidelines to be
promulgated by the Cooperative Development Authority.

ART. 28. Government Officers and Employees - (1) Any officer or
employee of the Cooperative Development Authority shall be disqualified to
be elected or appointedto any positionin acooperative ; (2) Elective officials
of the Government, except arangay officials, shall be ineligible to become
officers and directors of cooperatives; and (3) Any government employee
may, inthe discharge of his duties as member inthe cooperative , be allowed
by the head of office concerned to use official time for attendance at the
general assembly, board ane committee meetings of workshops, technical
meetings, and training courses locally or abroad: Provided, That the
operations of the concerned are not adversely affected.
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'ART.29. Application- An applicant for membership shallbe deemed
a member after approval of his membership by the board of directors and
shall exercise the rights of member after having made such payments to the
cooperative in respect to membership or acquired interestinthe cooperative
as may be prescribed in the bylaws. In case membership is refused or
denied by the board of directors, an appeal may be made to the general
assembly and the latter's decision shall be final.

ART. 30. Liability of Members - A member shall be liable for the
debts of the cooperative to the extent of his contribution to the share capital
of the cooperative.

ART. 31. Termination of Membership - (1) A member of a
cooperative may, for any reason, withdraw his membership from the
cooperative by giving a sixty (60) day notice to the board of directors. The
withdrawing member shall be entitled to a refund of his share capital
contribution and all other interests in the cooperative: Provided, That such
refund shall not be made ifupon such payment the value of the assets of the
cooperative would be less than the aggregate amount of its debts and
liabilities exclusive of his share capital contribution.

(2) The death, insanity, insolvency or dissolution of a member shall be
considered an automatic termination of membership.

(3) A member may by terminated by vote of the majority of all the
members of the board of directors for any of the following causes:

(a) When a member has not patronized the services of the cooperative
for an unreasonable period of time as may be fixed by the board of
_directors;

(b) When a member has continuously failed to comply with his
obligations;

(c) When a member has acted in violation of the bylaws and the rules
of cooperative; and

(d) Forany act oromission injurious or prejudicial to the interest orthe
welfare of the cooperatives.

A members whose membership the board of directors may wish to
terminate shall be informed of such intended action in writing and shall be
given an opportunity to be heard before the said board makes its decision.
The decision of the board shall be in writing and shall be communicated in
person or by registered mail to the member and shall be appealable, within
thirty (30) days after the decision is pronulgated, to the general assembly
where decision therein, whether in a general or special session, shall be
final. Pending a decision by the general assembly, the membership
remains in force.
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ART. 32. Refund of Interests - Al sums computed in accordance with
the bylaws due from a cooperative 1o a former member shall be paid to him
gither by the cooperative or by the approved transferee, as the case be in
accordance with Code.

CHAPTER 4
ADMINISTRATION

ART. 33. Composition of the General Assembly - The general
assembly shall be composed of such members who are entitled to vote
under the articles of cooperation and bylaws of the cooperative.

ART. 34. Powers of the General Assembly - The general assembly
shall be the highest policy -making body of the cooperative and shall
exercise such powers as are stated in this Code, in the articles of the
cooperation and in the bylaws of the cooperative. The general assembly
shall have the following exclusive powers which cannot be delegated:

(1) To determine an approve amendments to the articles of cooperation
and by laws;

(2) To elect or appoint the members of the board of directors, and to
remove them for cause;

(3) To approve developmental plans of the cooperative; and

(4) Such other matters requiring atwo-third (2/3) vote of allthe members
of the general assembly, as provided in this Code.

ART.35. Meetings- (1) Aregular meeting shall be held annually by
the general assembly on a date fixed in the bylaws, or if not so fixed, on
any date within ninety (90) days after the close of eachfiscal year: Provided,
That written notice of regular meetings shall be sentto all members of record
attheir official addresses at least two (2) weeks prior to the meeting, unless
a different period is required in the bylaws.

(2) Whenever necessary, a special meeting of the general assembly
may be called at any time by a majority vote of the board of directors or in
the case specifiedin the bylaws: Provided, That at least one (1) week written
notice shall be sent to all members. However, a special meeting shall be
called by the board of directors after compliance with the required notice
within one (1) month after receipt of a request in writing from at least ten per
centum (10%) of the total members to transact specific business covered by
the call.

If the board fails to call a regular or a special meeting within the given
period, the Cooperative Development Authority, upon petition of ten per
centum (10%) of all the members of the cooperative, and for good cause
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shown, may issue anorder to the petitioners directing them to call a meeting
of the general assembly by giving proper notice required by this Code or by
the bylaws.

(3) tnthe case of a newly approved cooperative, a special general
assembly shall be called within ninety (90) days from such approval.

(4) The Authority may call a special meeting of the cooperative:

(a) For the purpose of reporting to the members the result of any éudit,
examination, or other investigation of the cooperative affairs ordered or
made by him; or

(b) When the cooperative fails to hold an annual general assembly
duringthe period requiredfor the purpose of enabling the members to secure
any information regarding the affairs of the cooperative and benefits that
they are entitled to receive pursuant to this Code.

{(5) Notice of any meeting may be waived, expressly orimplediv, by any
member.

ART.36. Quorum - Unless otherwise providedinthe bylaws, aquorum
shall consist of twenty-five per centum (25%) of all the members entitled to
vote.

ART.37. Voting System - (1) Each member of a primary cooperative
shall have only one (1) vote. A secondary or tertiary cooperative shall have
voting rights as delegate of members-cooperatives, but such cooperatives
shall have only five (5) votes. The votes cast by the delegates shall be
deemed as votes cast by the members thereof.

{2) No voting agreement or other device to evade the one-member-
onhe-vote provision except as provided under sub section (1) hereof shall be
valid.

{3) No member of a primary cooperative shall be permitted to vote by
proxy unless provided for specifically in the bylaws of the cooperative.
However, the bylaws of a cooperative other than a primary may provide for
voting by proxy. Voting by proxy means allowing a delegate of a cooperative
to represent or vote in behalf of another delegate of the same cooperative.

ART. 38. Composition of the Board of Directoers - The conduct and
management of the affairs of a cooperative shall be vested in-a board of
directors which shall be composed of not less that five (5) nor more than
fifteen (15) members elected by the general assembly for atermfixedinthe
bylaws but not exceeding a term of two (2) years and shall hold office until
their successors are duly elected and qualified, or until duly removed.
However, no director shall serve for more than three (3) consecutive terms.

ART. 39. Powers of the Board of Directors - The board of directors
shall direct and supervise the business, manage the property of the
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cooperative and may, by resolution, exercise all such powers of the
cooperative as are not reserved for the general assembly under this Code
and the bylaws.

ART. 40. Directors - (1) Any member of a cooperative who, under the
bylaws of the cooperative, has the right to vote and who possesses all the
qualifications and none of the disqualifications provided in the laws or the
bylaws shall be eligible for election as director.

{2) The cooperative may, by resolution of its board of directors, admit
asdirector, or committee member one appointed by any financing institution
from which the cooperative received financial assistance solely to provide
technical knowledge not available within its membership. Such director or
committee member need not be a member of the cooperative and shall have
no powers, rights nor responsibilities except to provide technical assistance
as required by the cooperative.

ART. 41. Meeting of the Board, Quorum - (1)-Regular meetings of the
board of directors of every cooperative shall be held monthly, unless the
bylaws provide otherwise.

{(2) Special meetings of the board of directors may be held at any time
upon the call of the President of as provided in the bylaws.

(3) A majority of the members of the board shall constitute a quorum for
the conduct of business, unless the bylaws provide otherwise.

(4) Directors cannot attend or vote by proxy at board meetings.

ART. 42. Vacancy in the Board of Directors - Any vacancy in the
board of directors, other than by expiration of term, may be filled by the vote
of at least a majority of the remaining directors, if still constituting a quorum;
otherwise, the vacancy must be filled by the general assembly in a regular
or special meeting called for the purpose. A director so elected to fill a
vacancy shall be elected only for the unexpired term of his predecessor in
office.

ART. 43. Officers of the Cooperative - The board of directors shall
elect from among themselves only the chairman and vice-chairman, and
elect or appoint other officers of the cooperative from outside of the board
inaccordance with their bylaws. Ail officers shall serve during good behavior
and shall not be removed except for cause after due hearing. Loss of
confidence shall not be a valid ground for removal unless evidenced by acts
or omission causing loss of confidence in the honesty and integrity of such
officer. No two (2) or more persons with relationships up to the third civil
degree of consanguinity or affinity shail serve as elective or appointive
officers in the same board.
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ART. 44. Committee of Cooperatives - (1) The bylaws may create an
executive committee to be appointed by the board of directors with such
powers.and duties as may be delegated to it in the bylaws or by a majority
vote of all the members of the board of directors.

{2) The bylaws shall provide for the creation of an audit committee and
such other committees as may be necessary for the proper conduct of the
affairs of the cooperative.

Unless otherwise provided in the bylaws, the board, in case of vacancy
in said committees, may cause an election to fill the vacancy or appoint a
person to fill the same subject to the provision that the person elected or
appointed shall serve only for the unexpired portion of the term.

ART. 45. Functions and Responsibilities of Directors, Officers
and Committee Members - The functions and responsibilities of the
directors, officers and committee members shall be as prescribed in detail
in the bylaws of a cooperative.

ART. 46. Liability of Directors, Officers and Committee Members
- Directors, officers and committee members, who willfully and knowingly
vote for or assent to patently unlawful acts or who are guilty of gross
negligence or bad faith in directing the affairs of the cooperative or acquire
anypersonalor pecuniary interest in conflict with their duty as suchdirectors,
officers or committee member shall be liable jointly and severally for all
damages or profits resulting therefrom to the cooperative, members and
other persons.

When a director, officer or committee member attempts to acquire or
acquires, in violation of his duty, any interest or equity adverse to the
cooperative in respect to any matter which has been reposed in him in
confidence, he shall, as a trustee for the cooperative, be liable for damages
and for double the profits which otherwise would have accrued to the
cooperative.

ART. 47. Compensation - (1) In the absence of any provision in the
bylaws fixing their compensation, the directors shail not receive any
compensation except for reasonable per diems may be granted to directors
by a majority vote of the members with voting rights at a regular or special
general assembly meeting specifically called for the purpose:. Provided,
further, that no additional compensation other than per diems shail be paid
during the first year of existence of any cooperative.

{2) The compensation of officers of the cooperative as well as the
members of the committees created pursuant to this Code or its bylaws may
be fixed in the bylaws.

(3) Unless already fixed in the bylaws, the compensation of all other
employees shall be determined by the board of directors.
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Article. 48. Dealings of Directors, Officers or Committee Members
- A contract of the cooperative with one (1) or more of its directors, officers,
commitiee members is voidable, at the option of such cooperative, unless
all the following conditions are present:

{1) Thatthe presence of such director inthe board meeting in which the
contract was approved was not necessary to constitute a quorum for such
meeting;.

(2) That the vote of such director was not necessary for the approval of
the contract;

{3) That the contract is fair and reasonable under the circumstances;

and

(4) Thatinthe case of anofficerorcommittee member, the contractwith
the office or committee member has been. previously authorized by the
general assembly or by the board of directors.

Where any of the first two conditions set forth in the preceding paragraph
is absent, in the case of a contract with a director, such contract may be
ratified by a two-thirds (2/3) vote of all the members with voting rights in a
meeting called for the purpose: Provided, That full disclosure of the adverse
interest of the directors involved is made at such meeting, and that the
contract is fair and reasonable under the circumstances.

ART. 49. Disloyalty of a Director - A director who, by virtue of his
office, acquires for himself an opportunity which should belong to the
cooperative shall be liable for damages and must account for double the
profits that otherwise would have accrued to the cooperative by refunding
the same, unless his act has been ratified by a two-thirds (2/3) vote of ali the
members with voting. rights. This provision shall be applicable,
notwithstanding the fact that the director used his own funds in the venture.

ART. 50. lllegal Use of Confidential Information - (1) A director or
officer, or an associate of a director or officer, who, in connection with a
transaction relating to shares of a cooperative or a debt obligation of a
cooperative and for his benefit or advantage or that of an associate, makes
use of confidential in formation that, if generally known might reasonably by
expected to affect materially the value of the share orthe debt obligation shall
be held:

(a) Liable to compensate any person for a direct loss suffered by that
person as a result of the transaction, uniess the information was
known or reasonably should have been known to the person at the
time of the transaction; and

(b) Accountable to the cooperative for any direct benefit or advantage
received or yet to be received by himor his associate, as a result of
the transaction.
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(2) The cooperative shall take the necessary steps to enforce the
liabilities described in subsection (a).

ART. 51. Removal - An elective officer, director, or committee member
may be removed by a vote of two-thirds (2/3) of the voting members present
and constituting a quorum, in a regular or special general assembly meeting
called for the purpose. The personinvolved shall be given an opportumty to
be heard at said assembly.

CHAPTER 5

RESPONSIBILITIES, RIGHTS AND
PRIVILEGES OF COOPERATIVES

ART. 52. Address - Every cooperative shall have an official postal
address to which all notices and communications shall be sent. Such
address and every change thereof shall be registered with the Cooperative
Development Authority.

ART. 53. Books to be Kept Open - (1) Every cooperative shall have
the following open to its members and representatives of the Authority for
inspection duting reasonable office hours at its official address:

{a) A copy of this Code and all other laws pertaining to cooperatives;
{b) Acopy ofthe regulations of the Cooperative Development Authority;
{c) A copy of the articles of cooperation and bylaws of the cooperative;
(d) A register of members;

The books of the minutes of the meetings of the general assembly,
board of directors and committees;

-— -

(f) Share books, where applicable;
(g). Financial statements; and
(h) Such other documents as may be prescribed by laws or the bylaws.

(2) The chairman of the audit committee of a cooperative shall be
responsible. for books and records of account of the cooperative in
accordance with generally accepted accounting practices. He shall also be
responsible for the production of the same at the time of audit or inspection.

{3) Each cooperative shall maintain records of accounts such that the
true and correct condition and the results of the operation of the cooperative
may be ascertained therefrom at any time. The financial statements, audited
according to generally accepted auditing standards, principles and
practices, shall be published annually.

(4) Subjectto the pertinent provisions of the National Internal Revenue
Code and other laws, a cooperative may dispose by way of burning or other
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method of complete destruction any document, record or book pertaining to
its financial and nonfinancial operations which are already more than five (5
) years old except those relating to transactions which are subject of civil,
criminal, and administrative proceedings. An inventory of the audited
documents, records, and books to be disposed of shall be drawn up and
certified to by the cooperative secretary and the chairman of the audit
committee of the cooperative and presented to the board of directors which
may thereupon approve the disposition of said records.

ART. 54. Annual Reports - (1) Every cooperative shall draw up an
annual report of its affairs as of the end of every fiscal year, and publish the
same furnishing copies to all its members of record. A copy thereof shall be
filed with the Cooperative Development Authority within sixty (60) days from
the end of every fiscal year. The form and contents shall be a ground for
revocation of authority of the cooperative to operate as such. The provided
in by the bylaws. '

{2} If any cooperative fails to make, publish and file the report required
herein, or fails to include therein any matter required by this Code. The
Cooperative Development Authority shall, within fifteen (15) days from the
date of expiration of the prescribed period, send such cooperative a
registered notice, directed to its official postal address stating the
delinquency and its consequences. If the cooperative fails to make, publish
or file a copy of the report within thirty (30) days from receipt of such notice,
any member of the cooperative orthe Government may petition the court for
mandamus to compe! the cooperative and its officers to make, publish, and
file such report, as the case may be, and require the cooperative or the
officers at fault to pay all the expenses of the proceeding, including counsel
fees when the filing is made by a member.

ART. 55. Register of Members as Prima Facie Evidence - Any
registeror list of members or shares kept by any registered cooperative shall
be prima facie evidence of the following paticulars entered therein:

(1) The date on which the name of any person was entered in such
register or list as member; and

(2) The date on which any such person ceased to be a member.

ART. 56. Probative Value of Certified Copies of Entries - (1) A copy
of any entry in any book, register or list reguiarly kept in the course of
business in the possession of a cooperative shall, if duly certified in
accordance with the rules of evidence, be admissible as evidence of the
existence of the entry and prima facie evidence of the matters and
{ransactions therein recorded.

(2) No person or cooperative in possession of the books of such
cooperative shall, in any legal proceedings to which the cooperative is not
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a party, be compelied to produce any of the books of the cooperative, the
contents of which can be proved and the matters, transactions and accounts
therein recorded, unless by order of a competent court.

ART. 57. Bonding of Accountable Officers - Every director, officer,
and employee handling funds, securities or property on behalf of any
cooperative shall execute and deliver adequate bonds for the faithful
performance of his duties and obligations. The board of directors shall
determine the adequacy of such bonds.

ART. 58. Preference of Claims - {1) Notwithstanding the provisions
of existing taws, rules and regulations to the contrary, but subject to the prior
claimofthe Cooperative Development Authority, any debt due a cooperative
from a member shall be firstlienupon any raw materials, production inputs,
and produced; or any land, building, faciiities, equipment, goods or services
acquired and held, by such member through the proceeds of the loan or
credit granted by the cooperative to him for him for as long as the same is
not fully paid.

{2) No property or interest on property which is subject to a lien under
paragraph (1) shall be sold nor conveyed to third parties without the prior
permission of the cooperative. The lien upon the property or interest shall
continue to exist even after the sale or conveyance thereof untit such lienhas
been duly extinguished.

(3) Notwithstanding the provisions of any law to the contrary, any sale
- or convyance made in contravetion of paragraph (2) hereof shall be void.

ART. 59. Instrument for Salary or Wage Deducention - (1) A
member of a cooperative may, notwithstanding the provisions of existing
laws to the contrary, execute an instrument in favour of the cooperative
authorizing his employer to deduct from the salary or wages payable to him
by the employer and pay to the cooperative such amount as may be
specified in satisfaction of any debt or other demand due from the member
to the cooperative.

(2) Upon the execution of such instrument and as may be required by
the cooperative contained in a written request, the employer shall make.
the deduction in accordance with the agreement and remit forthwith the
amount so deducted to the cooperative. The employer shall make the
deduction for as long as such debt or other demand or any part of it remains
unpaid by the employee.

(3) the national and local governments and government-owned or
controlled cooperations who have under their empioy a member of a
cooperative and have agreed to carry out the terms of the instrument
mentioned in paragraphs (1) and (2) of this article.

(4) The provision of this article shall also apply to all such agreements
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of the nature referred to in paragraph (1) as were in force on the date of the
approval of this Code.

ART. 60. Primary lien - Nothwithstanding the provisions of any law
to the contrary, a cooperative shall have a primary lien upon the capital,
deposits or interest of a member for any debt due to the cooperative from
such a member.

ART. 61. Tax Treatment of Cooperatives - Duly registered
cooperatives under this Code which do not transact any business with non
members or the general public shall not be subject to any government taxes
or fees imposed under the internal revenue laws and other tax laws.
Cooperatives not falling under this article shall be governed by the
succeeding section.

ART. 62. Tax and Other Exemptions - Cooperatives transacting
business with both members shall not be subject to tax on theirtransactions
to members. Nothwithstandingthe provisions of any faw orregulation to the
contrary, such cooperatives dealing with non members shall enjoy the
following tax exemptions :

(1) Cooperatives with accumulated reserves andundivided net savings
of not more than Ten million pesos (P 10,000,000.00) shall be exempt from
all national, city, provincial, municipal or barangay taxes of whatever name
and nature Such cooperatives shall be exempt from customs duties,
advance sales or compensating taxes on their importation of machinaries,
equipment and spare parts used by them and which are not available
locally as certified by the Department of Trade and Industry. All tax-free
importations shall not be transfered to any person until after five (5) years,
otherwise, the cooperative and the transferree or assignee shall be solidarily
liable to pay twice the amount of the tax and /for duties thereon.

(2) Cooperatives with accumulated reserves and undivided net savings
of more than Ten million pesos (P 10,000,000,00) shall pay the following
taxes at the full rate:

(a) Income Tax On the amount allocated for capitals: Provided That the
same tax is not consequently imposed on interest individually received by
members;

(b) Sales Tax - On sales to non members: Provided, however, That all
cooperatives, regardless of classification, are exempt from the payment of
income and sales taxes for a period of ten (10) years.

For cooperatives whose exemptions were removed by Executive Order
No.93, the ten- year period shall be reckoned fromthe effectivity date of said
executive order. Cooperatives created after the approval of this Code shall
be granted the same exemptions, the period of which shall be reckoned from
the date of registration with the Authority : Provided, That at least twenty-
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five per centum (25%) of the net income of the cooperatives is returned tc
the members in the form of interest and/or partronage refunds;

(c) All other taxes unless otherwise provided herein; and

(d) Donations to charitable, research and educational institutions and
reinvestment to socio economic projects within the area of operation of the
cooperatives may be tax deductible.

(3) All cooperatives, regardless of the amount of accumulated reserves
and undivided net saving shall be exempt from payment of local taxes and
taxes on transactions with banks and insurance companies: Provided, That
all sales or services rendered for nonmembers shall be subject to the
applicable percentage taxes except sales made by producers, marketing or
service cooperatives: Provided, further, That nothing in this article shall
preclude the examination of the books of accounts or other accounting
records of the cooperative by duly authorized internal revenue oficers for
internal revenue tax purposes only, after previous authorization by the
Authority.

{(4) Any judge in his capacity as notary public, ex officio, shall render
service, free of charge, to any personor group of persons requiring either the
administration of oath of the acknowledgement of articles of cooperation or.
acooperatives and instruments of loan from cooperative not exceeding Fifty
thousand pesos (P 50,000.00) .

(5) Anyregisterof deeds shall accept for registration, free of charge, any
instrument relative to a loan made under this Code which does not exceed
Fifty thousand pesos (P 50,000.00) or the deeds of title of any property
acquired by the cooperative or any paper or document drawn in connection
with any action brought by the coopratives or with any court judgement
rendered inits favourorany instrumentrelative toabondof any accountable
officer of a cooperative for the faithful performance of his duties and
obligations.

{6) Cooperatives shall be exempt from the payment of all court and
sheriff's fees payable to the Philippine Government for and in connection -
with all actions brought under this Code, or where such action is brought
by the Cooperative Development Authority before the court, to enforce the
payment of obligations contracted in favour of the cooperative.

(7) All cooperatives shall be exempt from putting up a bond for bringing
an appeal against the decision of aninferior court or seeking to set aside any
third party claim: Provided, That a certification of the authority showing that
the net assets of the cooperative are in excess of the amount of the bond
required by the court in similar cases shall be accepted by the court as a
sufficient bond.

{8\ Anv ecorurritv icaniad hv rnnnarative s chall he axyeamnt from nrovicione
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of the Securities Act provided such security shall not be speculative.

ART. 63. Privilegesof Cooperativeé - Cooperatives registeredunder
this Code shall, nothwithstanding the provisions of any law to the contrary,
be also accorded the following privileges:

(1) Cooperatives shall enjoy the privilege of depositing their sealed
cash boxes or containers, documents or any valuables papers in the safes
of the municipal or city treasurers and other government offices free of
charge, and the custodian of such articles shall issue a receipt
acknowledging the articies received duly withess edby another person;

(2) Cooperatives organized among government employees,
notwithstanding any law of regulation to the contrary, shall enjoy the free
use of any available space in their agency, whether owned or rented by the
government;

(3) Cooperatives rendering special types of services andfacilities such
ascold storage, ice plant, electricity, transportation, andsimilar services and
facilities shall secure a franchise therefore, and such cooperatives shall
open their membership to all persons qualified in their areas of operation;

(4) In areas where appropriate cooperatives exist, preferential rightto
supply government institutions and agencies rice, corn and othergrains, fish
and othermarine products, meat, eggs, milk, vegetable setobacco and other
agricultural commodities produced by their own members shall be granted
to the cooperatives concerned;

(5) Preferential treatment in the allocation of fertilizers and in rice
distribution shall be grantedto cooperatives by the appropriate government
agencies; :

(6) Preferential and equitable treatment in the allocation or control of
bottomries of commercial shipping vessels in connections with the shipment
of goods and products of cooperatives;

(7) Cooperatives and their federations, such as market vendor
cooperatives, shall have preferential rights in management of public
markets and/or lease of public market facilities, stall or spaces;

(8) Credit cooperatives and/or federations shall be entitled to loans,
credit lines , rediscounting of theirloan notes, and other eligible papers with
the Development Bank of the Philippines, the Philippine National Bank, the
Land Bank of the Philippines, and other financial institutions except the
Central Bank of the Philippines;

(9) Cooperatives transacting business with the Government of the
Philippines or any of its political subdivisions or any of its agencies or
instrumentalities, including bidding requirements; and

(10) Cooperatives shall enjoy the privileges of being represented by the
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provincial or city fiscal of the Office of the Solicitor General, free of charge,
except when the adverse party is the Republic of the Philippines.

CHAPTER 6
INSOLVENCY OF COOPERATIVES

ART. 64. Proceeding Upon Insolvency - In case a cooperative is
unable to fulfill its obligations to creditors due to insolvency, such
cooperative may apply for such remedies as it may deem fit under the
provisions of the Insolvency Law (Act No. 1956, as amended).

Nothing in this article, however' precludes creditors from seeking
protection from said insolvency law.

CHAPTER 7
DISSOLUTION OF COOPERATIVES

ART. 65. Voluntary Dissolution Where No Creditors Are Affected-
If the dissolution of cooperative does not prejudice the rights of any creditor
having a claim against it, the dissolution may be eftected by a majority vote
of the board of directors, and by a resolution duly adopted by the affirmative
vote of at least two-thirds (2/3) of all the members with voting rights at a
meeting to be held upon call of the directors: Provided, That notice of tim,
place and object of the meeting shall be published for three {3) consecutive
weeks in a newspaper published in the place where the principal office of
said cooperative is located, or if no newspaper of general circuiation in the
Philippines: Provided, further, That notice of such meeting is sent to each
stockholder or member either by registered mail or by personal delivery at
least thirty (30) days prior to said meeting. A copy of the resolution
authorizing the dissolution shall be certified by, a majority of the board of
directors and countersigned by the secretary of the cooperative. The
Cooperative Development Authority shall thereupon issue the certificate of
dissolution.

ART. 66. Voluntary Dissolution Where Creditors Are-Atfected -
Where the dissolution of a cooperative may prejudice the rights of any
creditor, the petition for dissolution shall be filed with the Cooperative
Development Authority. The petition shall be signed by a majority of its
board of directors or other officers managing its affairs, shall be verified by
its president of secretary or one its directors and shall set forth of claims all
at least two-thirds (2/3) of all the members with voting rights, at a meeting
called for that purpose.

if the petition is sufficient in form and substance, the Cooperative
Development Authority shall, by an order reciting the purpose of the
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petition, fix date on or before which objections thereto may be filed by any
person, which date shall not be less tha thirty(30) nor more than sixty (60)
days after the entry of the order. Before suchdate, a copy of the order shali
be published at least once a week for three (3) consecutive weeks in a
newspaper of general circulation published inthe municipality or city where
the principal office of the cooperative is situated, or in the_absence of such
newspaper, then in a newspaper of general circulation in the Philippines,
and a similar copy shall be posted for three (3) consecutive weeks in three
(3) public places in the municipality or city.

Upon five (5) days notice, given after the date on which the right to file
objections as fixed in the order has expired, the Cooperative Development
Authority shall proceed hear the petition and try any issue made by the
objections filed; and if no such objection is sufficient, and the material
allegations of the petition are true, if shall issue an order dissolving the
cooperative and directing such disposition of its assets as justice requires.
order of dissolution shall set forth therein: '

(2) The claim of any creditor;
{3) The number of members; and

(4) The nature and extent of the interests of the members of the
cooperative.

ART. 67. Involuntary Dissolution - A cooperative may be dissolved
by order of a competent court after due hearing on the grounds of: (1)
violation of any law, regulation, or provisions of its bylaws, insolvency.

ART. 68. Dissolution by Qrder of the Authority - The Authority may
suspend or revoke, after due notice and hearing, the certificate of
registration of a cooperative on-any of the following grounds:

(1) Having obtained its registration by fraud;

(2) Existing for an illegal purpose;

(3) Willful violation, despite notice by the Authority, of the provisions of
this Code or its bylaws;

(4) Willful failure to operate on a cooperative basis; and

(5) Failure to meet the required minimum number of members in the
cooperative.

ART. 69. Dissolution by Failure to Organize and Operate - If
cooperative has not commenced business and operation within two (2)
years after the date shown on its certificate of registration or has not carried
on business for two (2) consecutive years, the Authority shall send formal
inquiry to the said cooperative as to the status of its operation. Failure of the
cooperative to promptly provide justifiable cause for its failure to operate
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shall warrant the Authority to strike off its name from the register and, for all
intents and purposes, the cooperative shall be deemed dissolved.

ART. 70. Cooperative Liquidation - Every cooperative whose charter
expires by its own limitation or whose cooperative existence is terminated by
voluntary dissolution or is terminated by appropriate judicial proceedings
shall nevertheless be continued as a body cooperative for three (3) years
after the time when it would been so dissolved, for the purpose of
prosecuting and defending suits by or against it and enabling it to settle and
does its affairs, to dispose of and convey its property and to distribute its
assets, but not for the purpose of continuing the business for which it was
established.

At any time during said three (3) years, said cooperative is authorized
and empowered to convey all of its property to trustees for the benefit of
members, creditors and other persons in interest. From and after any such
conveyance by the cooperative of its property intrust for the benefit of its
members, creditors and others in interest, all interest which the cooperative
had in the property terminates the legal interest vests in the trustees and
the beneficial interest vests in the members, creditors or other persons in
interest.

Upon the winding up of the cooperative affairs, any asset distributable
to any creditor or shareholderor memberwho is unknown or cannot be found
shall be givento the federation, unionor association to which the cooperative
is affiliated or to the movement.

Except by decrease of share capital and as otherwise allowed by this
Code , no cooperative shall distribute any of its assets or property except
upon lawful dissolution and after payment of all its debts and liabilities.

ART. 71. Rules and Regulations on Liguidation - The Authority shall
issue the appropriated implementing guidelines for the liquidation of
cooperative .

CHAPTER 8
CAPITAL, PROPERTY, AND FUNDS

ART. 72. Capital - The capitalization of cooperatives amd the
accounting therefore shall be governed by the provisions of this Code and
the regulations issued thereunder.

ART. 73. Capital Sources - Cooperatives registered under this Code
may derive their capital from any or all of the following sources:

(1) Members' share capital;
(2) Loans and borrowings including deposits;
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(3) Revolving capital which consists of the deferred payment of
patronage refunds, or interest on share capital; and

(4) Subsidies, donations, legacies, grants, aids and such other
assistance from any local or foreign institution whether public or
private.

ART. 74. Limitation on Share Capital Holdings - No member of a
cooperative otherthan a cooperative shall own or hold more than twenty per
centum (20%) of the share capital of the cooperative.

Where a member of a cooperative dies, his heir shall be entitled to the
shares of the decedent: Provided, That the total share holding of the heir
does not exceed twenly per centum (20%) of the share capital of the
cooperative: Provided, further, That the heir quality, and is admitted as
member of the cooperative: Provided, finally, That where the heir fails to
qualify as such member or where his total share holding exceeds twenty per
centum (20%) of the share capital, the share or shares in excess will revert
to the cooperative upon payment to the heir of the value of such shares.

ART. 75. Assignment of Share Capital Contribution or interest -
Subject to the provisions of this Code, no member shall transfer his shares
or interest in the cooperative or any part thereof unless:

(1) He has such share contribution or interest for not less than one (1)
year;

(2) The asignment is made to the cooperative or to a member of the
cooperative or to a person who falls within the field of membership of the
cooperative; and

(3) The board of direé:tors has approved such asignment.

ART. 76. Interest on Share Capital - Interest on share capital, shall
not exceed the nprmal rate of return on investments as determined by the
Cooperative Development Authority and such interest shall be
noncumulative.

ART. 77. Shares - The term "share" refers to a unit of capital the par
value of which may be fixed at any figure but not less that One peso (P1.00).
The share capital of a cooperative is the money paid or required to be paid
forto conduct its operations. the method of issuing the share certificates may
be prescribed in the bylaws of coopereative.

ART.78. Fines- The bylaws of a cooperative may prescribe aﬂne on
unpaid subscribed share capital subject to the guidelines which the
Cooperative Development Authority may issue.

ART. 79. Investment of Capital - (1) A cooperative may invest its
capital in any of the following:

(a) In shares or debentures or securities of any other cooperative;
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(b) In any reputable bank in the locality, or any cooperative;
{c) In securities issued or guaranteed by the Government;

(d) Inreal estate primarily for the use of the cooperative or its members;
or

{(e) In any other manner authorized in the bylaws.

ART. 80. Revolving Capital - The general assembly of any
cooperative may authorize the board of directors to raise a revolving capital
to strengthen its capital structure by deferring the payment of patronage
refunds and interest on share capital or by the authorized deduction of a
percentage from the proceeds of products sold or per unit of product
handled. The board of directors shall issue revolving capital certificates with
serial number, name, amount and rate of interest to be paid and shall
distinctly set forth that the time of retirement by such certificates and the
amounts to be returned are at the discretion of the board of directors.

CHAPTER 9
AUDIT, INQUIRY AND MEMBERS' RIGHT TO EXAMINE

ART. 81, Annual Audit- Cooperative underthis Code shallbe subject
to anannual audit by an auditor who satisfies all the following qualifications:

(1) He is independent of the cooperative being audited and of any
subsidiary of the cooperative; and

(2) He is a member of any recognized professional accounting or
cooperative auditor's association with similar qualifications.

ART. 82. Audit Report - The auditor shall submit to the audit
committee a report of the audit which shall contain a statement of the assets
and liabilities of the cooperative, including earnings and expenses, amount
of net surplus as well as losses and bad debts, if any.

The audit committee shall forthwith furnish the board of directors a copy
of the audit report. - Thereafter, the board of directors shall present the
complete audit report o the general assembly in its next meeting.

ART. 83. Nonliability for Defamation~:An auditor is not liable to any
personinan action fordefamation based on any act done, or any statement
made by him in good faith in connection with any matter he is authorized or
required to do pursuant to this Code.

ART.84. RighttoExamine- Amembershallhavethe nghtto examine
the records required to be kept by the cooperative under Article 51 of this
Code during reasonable hours on business days and he may demand,.in,
writing, for a copy of excerpts from said records wﬂhout charge except the
cost of reproductcon
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Any officer of the cooperative who shall refuse to allow any member of
the cooperative to examine and copy excerpts from its records shall be liable
to such member for damages and shall be guilty of an offense which shall
by punishable under Article 106 of this Code: Provided, That if such refusal
is pursuant to a resolution or order of the board of directors, the liability under
this article shallbe aimposed upon the directors who voted for such refusal;
Provided, further, That it shail be a defense to any action under this article
that the member demanding to examine and copy excerpts from the
cooperative records has improperly used any information secured through
any prior examination of the records of such cooperative or was hot acting
in good faith or for a legitimate purpose in making his demand.

ART. 85. Safety of Records - Every cooperative shall, at its principal
office, keep and carefully preserve the records required by this Code to be
prepared and mintained. It shall take all necessary precaution to prevent
its loss, destruction or falsification.

CHAPTER 10
ALLOCATION AND DISTRIBUTION OF NET SURPLUS

ART. 86. Net Surplus - Notwithstanding the provisions of existing
laws, the net surplus of cooperatives shall be determined in accordance
with its bylaws . Every cooperative shall determine its net surplus at the
close of every fiscal year and at such other time as may be prescribed by
the bylaws.

The net surplus shall not be construed as profit but as excess of
payments made by the members for the loans borrowed, or the goods and
services bought by them from the cooperative and which shall be deemed
to have returned to them if the same is distributed as prescribed herein.

ART.87. Orderof Distribution- The net surplus of every cooperative
shall be distributed as follows:

ART. 92. Lease of Public Lands - The Government may lease public
lands to any agrarian reforrfi cooperative for a period not exceeding
twentyfive (25) years, subject to renewal for another twenty-five (25) years
only: Provided, That the application for renewal shall be made one (1) year
before the expiration of the lease: Provided, further, That such iease shall be
for the exclusive use and benefit of the beneficaiaries and marginal farmers
subject to the provisions of the Comprehensive Agrarian Reform Program.

ART.93. Preferential Right- In agrarian reform areas, an agrarian
reform cooperative shall have the preferential right in the grant of franchise
and certificate of public convenience and necessity for the operation of
public utilities and services: Provided, That it meets the requirements and
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conditions imposed by the appropriate government agency granting the
franchise or certificate of public convenience and necessity.

Electric service agencies shall, upon request of agrarian reform
cooperatives, immediately provide electric services to agrarian reform
areas. If the electric service agencies concerned fails for any reasn to
provide the services requested within a period of one {1) year from receipt
thereof, the agrarian reform cooperative concerned may provide the electric
services in the agrarian reform area directly through its own resources and
shall continue to do so until such time that the electric service agency
concerned purchases all the investments made by the agrarian reform
cooperative in the electrification of the agrarian reform areas.

ART.94. Privileges- Subjectto suchreasonable terms and conditions
as the Department of Agrarian Reform and the Authority may impose,
agrarian reform cooperatives may be given the exclusive right to do any or
all of the following economic activities in agrarian reform and resettlement
areas:

(1) Supply and distribution of consumer, agriculture, aquacuttural, and
industrial goods, production inputs, and raw materials and supplies,
machinery, equipment, facilities and other services and other services and
requirements of the beneficiaries and marginal farmers in the agrarian
reform areas at reasonable process;

(2) Marketing of the products and services of the beneficiaries on the
local and foreign markets;

(3) Processing of the members' products into finished consumer or
industrial goods for domestic consumption or for export;

(4) Provision of essential public services at cost such as power,
irrigation, potable water, passenger and/or cargo transportation by land,
sea, or air, communication services, and public health and medical care
services; .

(5) Management, consefvation, and commercial development of
marine, forestry, mineral, water, and other natural resources subject to
compliance with the laws and regulations on environmental and ecological
controls; '

{6) Provision of financial, technological, and other services and facilities
required by the beneficiaries in their daily lives and livelihood.

The Government shall provide the necessary financial and technical
assistance to agrarian reform cooperatives to enable them to discharge
effectively their purposes under this article. The Department of Agrarian
Reform,the Cooperative Development Authority and the Central Bank ofthe
Philippines shall draw up aloint program for the organization and financing
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of the agrarian reform cooperativesubject to this Chapter. The joint
programe shali be geared towards the beneficaries' gradual assumption of
full ownership and management control of the agrarian reform cooperatives
within ten (10) years from the date of registration of said Article

ART. 95. Organization and Registration - Agrarian reform
cooperatives may be organized and registered under this code only upon
prior written verification by the Department of Agrarian Reformto the effect
that the same is needed and desired by the beneficiaries; result of a study
that has been conducted fairly indicate the economicfeasibility of organizing
the same may now be organized and registered in accordance with the
requirements of this Code.

CHAPTER 12
SPECIAL PROVISIONS ON PUBLIC COOPERATIVES

ART. 96. Definition and Coverage - A public service cooperative,
within the meaning of this Code, is one organized to render public services
as authorized under the franchise or certificate of public convenience and
necessity duly issued by the appropriate government agency. Such
services may include the following:

(1) Power generation, transmission, and/or distribution;

(2) Ice plants and cold storage services. Electric cooperatives created
under Presidential Decree No. 269 shall be governed by this Chapter if they
qualify as cooperatives under the provisions of this Code;

(3) Communications services inctuding telephone, telegraph, and
telecommunications;

(4) Land,.sea, and air transportation cooperatives for passenger and/
or cargo. Transport cooperatives organized under the provisions of
Executive Order No. 898, Series of 1983, shall be governed by this Chapter;

(5) Public markets, staughterhouses and other similar services; and

(6) Such other types of public service as may be engaged by any
cooperative. ‘

Such cooperative shall be primarily governed by this Chapter and the
general provisions of this Code insofar as they may be applicable unless
they are inconsistent herewith.

ART. 97. Registration Requirements - No public service cooperative
shall be registered unless it satisfies the following requirements:

(1) 1t has the favorable endorsement of the proper government agency
authorized to issue the franchise of certificates of public convenience and .
necessity;
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(2) Its anticles of cooperation and bylaws provide for the membership of
the users and/or producers of the service of such cooperatives; and

(3) Mt satisties such other requirements as may be imposed by the other
partinent government agencies concemed. In case there are two (2) or
more applicants for the same public service franchise or certificate of public
convenience and necessity, allthings being equal, preference shallbe given
to a public service cooperative.

ART. 98. Regulation of Public Service Cooperatives - (1) The
internal  affairs of public service cooperatives such as the rights and
privileges of members, the rules and procedures for meetings of the general
assembly, board of directors and committees; for the election and
qualifications of officers, directors and committee members; allocation and
distribution of surpluses; and all other matters relating to their internal affairs
shall be governed by this Code.

(2) All matters relating to the franchise or certificate of public
convenience and necessity of public service cooperatives such as
capitalization and investment requirements, equipment and facilities,
frequencies, rate-fixing, and such other matters affecting their public service
operations shall governed by the proper government agency concerned.

(3) The Cooperative Development Authority and proper government
agency concerned shall jointly issue the necessary rules and regulations to
implement this Chapter.

CHAPTER 13
SPECIAL PROVISIONS RELATING TO COOPERATIVE BANKS

ART. 99. Governing Law- (1) The provisions of this chapter shall
primarily govern cooperative banks registered under his Code and the other
provisions of this Code shall apply to them only insofar as they are not
inconsistent with the provisions contained in this Chapter.

(2) Cooperatives duly established and registered under the provisions
of this Code copy subject to the requirements of and requisite authorization
from the Central Bank.

ART. 100. Definition, Classification and functions- A cooperative
bank is one-organized by, the majority shares of which is owned and
controlled by, cooperative to provide financial and credit services to
coperatives. The term " cooperative bank" shall include cooperative rural
banks.

A cooperative bank may perform the following functions:
(1) To carry on banking and credit services for the cooperatives;
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(2) To receive financial aid or loans from the Government anc the
Central Bank of the Philippines for and on benefit of the cooperative banks
and primary cooperatives and their federations engaged in business and to
supervise the lending and collection of loans;

(3) To mobilize savings of its members for the benefit of the cooperative
movement;

(4) To act as a balancing medium for the surplus funds of cooperatives
and their federations;

(5) To discount bills and promissory notes issued and drawn by
cooperatives;

(6) To issue negotiable instruments to facilitate the activities of
cooperatives;

(7) Toissue debentures subject to the approval of and under conditions
and guarantees to be prescribed by the government.

(8) To borrow money from banks and other financial institutions within
the limit 10 be prescribed by the Central Bank; and

(9) Tocarry out allother functions as may be prescribed by the Authority
: Provided, That the performance of any banking function shall be subject to
prior approval by the Central Bank of the Philippines.

ART. 101. Registration Requirements- No entry shall be registered
by the Cooperative Development Authority as acooperative bank unless the
articles of cooperation and bylaws thereof as well as its establishment and
operation as a cooperative bank have been approved by the Central Bank
of the Philippines and it satisfies all requirements for registration as a
cooperative.

ART. 102. Membership - Membership of a cooperative bank shall only
coopreatives and federations of coopreatives.

ART. 103. Board of Directors - The number, composition, and voting
rights of the board of directors shall be defined inthe articles of cooperation
and bylaws of the cooperative bank, notwithstanding provisions of this Code
to the contrary.

ART.104. Loan- Cooperative may obtained loans from a cooperative
bank. Loans granted by a cooperative bank shall be reported to the Central
Bank of the Philippines.

ART. 105. Supervisor - The cooperative banks registered under this
Code shall be under the supervision of the Central Bank. The Central Bank
upon consulation with the agency and the cooperative movement shall
formulate guidelines regarding the operations and banking transactions of
cooperative bank. These guidelines shall give due recognisation to the
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unique cooperative nature and character of cooperative banks. To this end,
cooperative banks may be exempted from Central Bank rules and
regulations, applicable to other types of banks, which would impede the
cooperative rural bank from performing legitimate tinancial and banking
services to its members.

ART. 106. Capitalization - (1) A national cooperative bank shall have
a minimum authorized share capital of two hundred million pesos (P
200,000,000.00) in relation to article 14(5). The authorized share capital
shall be divided in to such number share. For the purpose primarily of
determining the permanency of equity, the types of share a cooperative bank
may may issue, including the terms thereof and the rights appurtenant
thereto, shall be subject to such rules and regulations as the Central Bank
may prescribe.

(2) A local cooperative bank shall have a minimum authorized share
capital of Twenty million pesos (P 20,000,000.00) divided into such number
of shares with a minimum par value of One hundred pesos (P100.00) per
share.

ART. 107. Distribution of Net Surplus- The provisions of this Code
on the allocation and distribution of net surpius shall apply.

ART.108. Privileges - Cooperative banks shall have the following
privileges subject to the approval of the Central Bank and compliance with
applicably banking laws, rules and regulations:

(1) The coperative banks registered under this Code shall be given the
same privileges granted to the rural banks, private-development banks,
commercial banks, and all other banks to rediscount notes with the Central
Bank, the Land Bank of the Philippines, and other government banks without
~ affecting in any way the provisions of this Code; and

(2) To act as a depository of government funds. For this purpose, all
government departments, agencies and units of the national and local
governments, including government-owned and controlled cooperations
are hereby authorizd to deposit their funds in any cooperative bank.

ART. 109. Assistance to Cooperative Bank - Whenever a
cooperative bank organized under this Code is distressed or may need
assistance in the rehabilitation of its financial condition or to avoid
bankruptcy, the Monetary Board of the Central Bark of the Philippines shall
designate an official of the Central Bank or a person of recognized
competence in banking or finance as receiver or conservator of the said
bank pursuant to the provisions of Section 29 of Republic Act No. 265, as
amended.
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CHAPTER 14
SPECIAL PROVISIONS RELATING TO CREDIT COOPERATIVE

ART. 110. Coverage- This Chapter shall apply only to credit
cooperatives and the rest of the provisions of this Code shall apply to them
insofar as the same are not inconsistent with the provisions of this Chapter.

ART. 111, Definition and Objectives - A credit cooperative is a
financial organization owned and operated by its members with the following
objectives.

(1) To encourage savings among its members;

(2) To create a pool of such savings for which loans for productive or
‘provident purposes may be granted to its members; and

(3) To provide related services to enabie its members to maximize the
benefit from such loans.

ART. 112. Organisation and Registration - Credit cooperative shall
be organized and registered in accordance with the general provisions of this
Code.

ART. 113. Organizational Linkage - Credit cooperatives may organize
chapter or subsidiaries, or join leagues and federations for the purpose of
providing commonly needed essential services including but not limited to
the following:

(1) Interlending of surplus fund;
(2) Mutual benefits; ‘

(3) Deposit guarantee;

(4) Bonding ;

(5) Education and training;

(6) Professional and technical assistance;

Research and development;

Representation; and

(9) Other services needed to improve their performance.

Existing support organizations such as federations of credit
cooperatives, credit cooperatives at the provincial, regional and national
levels may continue as such under this Code.

ART. 114. Prohibition - The term "credit cooperative" shall be used
exclusively, by those who are duly registered under this Chapter, and no
person or group of persons, or organizations shall use the said term unless
duly registered herein.
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SPECIAL PROVISIONS RELATING TO COOPERATIVE
INSURANCE SOCIETIES

ART. 115. Cooperative Insurance Societies - Existing Cooperatives
may organize themselves in to a cooperative insurance entity for the
purpose of covering the insurance requirements of the cooperative
members including their properties and assets.

ART. 116 Types of Insurance Provided - Under the cooperative
insurance program established and formed by virtue of the provisions of this
Code, the cooperative insurance societies shall provide its constituting
members different types of insurance coverage Consisting of, but not limited
to, life insurance with special group' coverage, loan production, retirement
plans, endowment with health and accident coverage, fire insurance, motor
vehicle coverages, bonding, crop and livestock protection and equipment
insurance.

ART. 117. Applicability of Insurance Laws-The provisions of the
Insurance Code and all other ltaws and regulations relative to the
organization and operation of an insurance company shall apply to
cooperative insurance entitles organized under this Code. The
requirements on capitalization, investments and reserves of insurance firms
may be liberally modified upon consultation with the Cooperative
Development Authority and the cooperative sector. But in no case may the
requirements be reduced to less than half of those provided for under the
insurance Code and other related laws.

ART. 118. Implementing Rules - The Insurance Commission, upon
consultation with. the Cooperative Development Authority and the
cooperative sector, shall formulate the rules and regulations implementing
these provisions.

CHAPTER 16
MISCELLANEOUS PROVISIONS

ART. 119. Compliance with Other Laws -(1) The Labor Code and alil
other labor laws shall apply to all cooperatives.

(2) The Social Security Act, the Medical Care Act, and all other social
legislations shall apply to all cooperatives.

(3) All other laws and executive orders applicable to cooperatives duly
registered under this Code.

ART. 120. Register of Cooperatives - The Cooperat ive Development
Authority shall establish a register which shall contain a chronological entry
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of the name of every cooperative registered or dissolved under this Code
together with the basic information considered useful. The Cooperative
Development Authority shall publish every year a list of cooperatives in
existence, under dissolution and whose registration is cancelied during the
year together with such information on each of them as may be prescribed
in the regulations.

"ART. 121. Settlement of Disputes - Disputes among members,
officers, directors and committee members, and intra-cooperative disputes
shall, as far as practicable, be settled amicably in accordance with the
consiliation or mediation mechanisms embodied in the bylaws of the
cooperative, and in applicable laws.

Should such a conciliation/mediation proceeding fail, the matter shallbe
settled in a court of competent jurisdiction.

CHAPTER 17
FINAL PROVISIONS

ART. 122. Electric Cooperative - Electric cooperatives shall be
covered by this Code. However there shall be atransition period of three (3)
years within which the Cooperative Development Authority and the National
Electrification Administration shall help and assist electric cooperatives to
qualify under this Code. The Cooperative Development Authority and the
National Electrification Administration shall jointly promulgate rules and
regulations to the end that the provisions of this law are harmonized with the
provisions of Presidential Decree No. 269.

ART. 123. Regulations - (1) The Cooperative Development Authority
may issue regulations to implement those provisions of this Code which
expressly call for the issuance thereof. This paragraph shall not apply to
those cases wherein a specific provision of this Code expressly designates
particular government agencies which shall issue the regulations called for
by any provision of this Code.

(2) Where a provision of this Code does not expressly call for not
authorize the issuance of a regulation, no regulation shali be issued thereon.
Any regulation issued in violation of this paragraph shall be null and void a
nitio. ,\

(3) No regulation shall be issued nor become effective under this Code
unless the following requirements are satisfied;

(a) Public _announcement on the intention to issue reguiations
describing the subject to be dealt on with a copy of the proposed
regulations-attached, inviting the public to make known their views
thereon and submit their positions with respect thereof. The
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announcement shall be published in a daily newspaper of national
general circulation at least once a week for four (4) consecutive
weeks prior to the intended date of commencement of the public
hearing thereon, specifying the date, time and place of the public
hearing;

(b) Public hearing may be conducted separately in Luzon, Visayas and
Mindanao by the Authority and the proceedings thereof shallbe duly
recorded. Minutes of a public hearing shallbe made available to the
public at cost. The public hearing may be held in several sessions:
Provided, That no session shall be conducted unless the minutes of
all other previous sessions have been published beforehand; .

(¢) The proceed regulations shall be supported be a memorandum of
justification for every provision thereof which shall include citation of
the legal bases therefor, the reasons for such provision, and the
expected results therefrom; and

(d) The regulations shall be recommended by the Authority and
approved by the Office of the President and the same shall take

- effect thirty (30) days after publication in the Official Gazette.

ART. 124. Penal Provisions - The following acts of omissions affecting
cooperatives are hereby prohibited:

(1) The use of the word "cooperative” by any person or of persons or
organizations, domestic or foreign, unless duly registered as a cooperative
under this Code. In case of violation hereof, the individual or individuals
concerned, or in the case of an organization, its officers and directors shall,
uponconviction, each sufferthe penalty of imprisonmentforone (1) yearand
a fine not exceeding One (1) thousand pesos (P1,000.00) or both at the
discretion of the court;

{(2) Directorindirect interference orintervention by any public official or
employee into the internal affairs of a cooperative of which he is not a
member, such as, but not limited to, the following:

{a) Influencing the election or appointment of officers, directors,
committee members and employees through public or private
endorsement or campaign for or against any person or group of
persons;

(b) Requiring prior clearance for any policy or decision within the
cooperative;

(c) Requesting or demanding for the creation of positions or
organizational units, or recommending any person for appointment,
transfer, or removal from his position; or

(d) Any other acts inimical or adverse to the autonomy and
independence of cooperatives.
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In case of violation of any provision of this subsection, the individual or
individuals, and in the case of organizations, its officers and directors shall,
upon conviction by a court, each suffer a penalty of notless than one (1) year
but not more than five {5) years imprisisonment of a fine in the amount of not
less than five thousand pesos (P5,000.00), or both at the discretion of the
court;.

(3) Adirector, officer of committee member who violated the provisions
of Article 47 {liability of directors, officers and committee members), Article
50 (disloyally of a director) and Article 51 (illegal use of confidential
information)  shall upon conviction suffer a fine of not less than Five
thousand pesos (P5,000.00) nor more than Five hundred thousand pesos
{P500,000.00) or imprisonment of not less than five(5) years but not more
than ten (10) years or both at the court’s discretion;

(4) Any violation of any provision of this Code for which no penaity is
imposed shall be punished by imprisonment of not less that six (6) months
nor more than one (1) year and a fine of not less than One thousand pesos
(P1,000.00), or both at the discretion of the court.

ART. 125. Printing and Distribution- (1) The National Printing Office
shall publish this Code in the Official Gazette in full within sixty (60) days from
the date of approval thereof. Copies of this Code shall be given to every
department, agency and instrumentality of the National Government,
including regional, provincial offices and local governments including
government-owned and controlied corporations.

(2) Al duly registered cooperative and their federations, unions and
associations, and cooperative corporations shallbe given One (1) copy each
at cost. Thereatter, every newly registered cooperative corporations shall
be issued at cost a copy of this code and the regulations promulgated
thereon together with its certificates of registration.

ART. 126. Interpretation and Construction - In case of doubt as to
the meaning of any provision of this Code of the regulations issued in
pursuance therof, the same shall be resolved liberally in favor of the
cooperatives and their members.

ART. 127. Repeals - Except as expressly provided by this Code,
Presidential Decree No.175 and ali other laws, or parts thereof, inconsistent
with any "provision of this Code shall be deemed repealed: Provided,
however, That nothing in this Code shall be interpreted to mean the
amendment or repeal of any provision of Presidential Decree No. 269:
Provided, further, That the electric cooperatives which qualify as such under
this code shall fall under the coverage therof.

ART. 128, Transitory Provisions - All cooperatives registered under
Presidential Decree No. 175 and 775 and Executive Order No. 898, and all
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other laws shall be deemed registered with the Cooperative Development
Authority: Provided, however, That they shall submit to the nearest
Cooperative Development authority office their certificate of registration,
copies of the articles of cooperation and bylaws and their latest duly audited
financial statement within one (1) year from the effectivity of this Act,
otherwise their registration shall be cancelied: Provided, further, That
cooperatives created under Presidential Decree No. 1645, shall be given
three (3) years within which to qualify and register with the Authority:
Provided, finally, That after these cooperatives shall have qualified and
registered, the provisions of Sections 3 and 5 of Presidential Decree No.
1645 shall no longer be applicable to said cooperatives.

ART. 129. Separability - Should any part of this Code be declared
unconstitutional, the rest of the provisions shall not be affected thereby.

ART. 130. Effectivity - This Code shall take effect fifteen (15) days
from its publication in a newspaper of general circulation.

Approved,

Sd/- Sd/-
JOVITO R. SALONGA RAMON V. MITRA
President of the Senate Speaker of the House of Representatives

This act which is a consolidation of House Bill No. 13029 and Senate Bill
No. 513 was finally passed by the House of Representatives andthe Senate
on March 5, 1990 and March 2,1990 respectively.

Sd/- Sd/-
EDWIN P. ACOBA QUIRINO D. ABAD SANITOS, JR.
Secretary of the Senate Secretary of the House of Representatives

Approved: March 10, 1990.

Sd/-
CORAZON C. AQUINO
President of the Philippines
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Congress of the Philippines

Metro Manila

THIRD REGULAR SESSION
[Republic Act No. 6939)

Begun and held in Metro Manila, on Monday, the twenty-fourth day of
July, nineteen hundred and eighty-nine.

AN ACT CREATING THE COOPERATIVE DEVELOPMENT AUTHORITY TO
PROCMOTE THE VIABILITY AND GROWTH OF COOPERATIVES AS
INSTRUMENTS OF EQUITY, SOCIAL JUSTICE AND ECONOMIC
DEVELOPMENT, DEFINING ITS POWERS, FUNCTIONS AND
RESPONSIBILITIES, RATIONALIZING GOVERNMENT POLICIES AND
AGENCIES WITH COOPERATIVE DEVELOPMENT, TRANSFERING THE
REGISTRATION AND REGULATION FUNCTIONS OF EXISTING
GOVERNMENT AGENCIES ON COOPERATIVES AS SUCH AND
CONSOLIDATING THE SAME WITH THE AUTHORITY, APPROPRIATING
FUNDS THEREFOR, AND FOR OTHER PURPOSES.

Be it enacted by the Senate and House of Representatives of the Philippines
in Congress assembled:

SEC. 1. Declaration of Policy - It is hereby declared the policy of the
Senate to promote the viability and growth of cooperatives as instruments
of equity, social justice and economic development and to create an agency,
in fulfilment of the mandate in Section 15, Article X!l of the Constitution.
Toward this end, the State shall recognize cooperatives as associations
organized for the economic and social betterment of their members,
operating business enterprises based on mutual aid, and founded upon
internationally accepted cooperative principles and practices.

infurtherance of this policy, the appropriate national economic planning
agency shallinclude the promotion of growth and expansion of cooperatives
as amajor and indispensable component of national development plans. All
departments, branches subdivisions and instrumentalities of the
Government shall promote the formation of cooperatives under their
respective programs by providing them with appropriate and suitable
incentives.

The State recognizes the cooperative sector as primarily responsible for
the institutional development of cooperatives. Accordingly, the State
recognizes the rights of the cooperative sector to initiate and foster within its
own ranks cooperative promotion, organization, training, in formation
gathering, audit and support services, with government assistence where
necessary.
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Government assistance to cooperatives shallbe free any restriction and
conditionality that may in ‘any manner infringe upon the objectives and
character of cooperatives as provided in this Act. The State shall, except as
provided in this Act, maintain the policy of noninterference in the
management and operation of cooperatives.

SEC. 2. Creation of the Cooperative Development Authority - The
Cooperative Development Authority is hereby created under the Office of
the President to carry out the provisions of this Act.

SEC. 2. Powers, Functions and Responsibilities - The Authofity shall
have the following powers, functions and responsibilities:

(a) Formulate, adopt and implement integrated and comprehensive
plans and programs on cooperative development consistent with the
national policy on cooperatives and the overall socio-economic
development plans of the Government;

(b) Develop and conduct management and training programs upon
request of cooperatives that will provide members of cooperative with the
entrepreneurial capabilities, managerial expertise, and technical skills
requiredforthe efficient operation of their cooperatives andinculcate inthem
the true spirit of cooperativism and provide, when necessary, technical and
professional assistance to ensure the viability and growth of cooperatives
with special concern for agrarian reform, fishery and economically
depressed sectors;

(c) Support the voluntary organization and consensual development of
activities that promote cooperative movements and provide assistance
toward upgrading managerial and technical expertise upon request of the
cooperatives concerned;

(d) Coordinate the efforts of the local government units and the private
sector in the promotion, organization, and development ot cooperatives;

(e) Registeralicooperatives andtheirfederations and unions, including
their division, merger, consotidation, dissolution or liquidation. it shall also
register the transfer of all or substantially all of their assets and liabilities and
such other matters as may be required by the Authority:

(fy Require all cooperatives, their federations and unions to submit their
annual financial statements, duly audited by certified public accountants,
and general information sheets; :

(g) Order the cancellation after due notice and hearing of the
cooperative's certificate of registration for non-compliance with
administrative requirements and in cases of voluntary dissolution;

(h) Assist cooperatives in arranging for financial and other forms of
assistance under such terms and conditions as are caiculated to strengthen
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their viability and autonomy;

() Establish extension offices as may be necessary and financially
viable to implement this Act. Initially, there shall be extension offices in the
Cities of Dagupan, Manila, Naga, lloilo, Cebu, Cagayan de Oro and Davao;

(j) Impose and collect reasonable fees and charges in connection with
the registration of cooperatives;

{k} Administer all grants and donations coursed through the
Government for cooperative development, without prejudice to the right of
cooperatives to directly receive and administer such grants and donations
upon agreement with the grantors and donors thereof;

() Formulate and adopt continuing policy initiatives consultation with the
cooperative sector through public hearing;

(m) Adopt rules and regulations for the conduct of its internal operations;

(n) Submit an annual report to the President and Congress on the state
of the cooperative movement; and

(o) Exercise such otherfunctions as may be necessary to implement the
provisions of cooperative laws and, inthe performance thereof, the Authority
may summarily punish for direct contempt any person guilty of misconduct
in the presence of the Authority which seriously interrupts any hearing or
inquiary with a fine of not more than Five hundred pesos (P500.00) or
imprisonment of not more than ten (10) days, or both. Acts constituting
indirect contempt as defined under Rule71 of the Rules of Court shall be
punished in accordance with the said Rule.

SEC. 4. Governing Body - The Authority shallbe governed by a Board
of Administrators consisting of a Chairman and six (6) members to be
appointed by the President, all of whom shall be chosen from among the
nominees of the cooperative sector with two (2) representatives each from
Luzon, Visayas and Mindanao. They shall serve for a term of six (6) years
without reappointment: Provided, That among those first appointed, the
Chairman shall serve for a term of six (6) years, three (3) members to serve
for aterm of four (4) years and three (3) members to serve for a term of two
(2) years: Provided, further, That there shall be four (4) ex officio members,
one (1) each from the : (a) Department of Agriculture, (b) Department of
Transportation and Communications, (c) National Electrification
Administration, and (d) Sugar Regulatory Administration. Said
representation status for the agencies is on a nonvoting basis and
terminates one (1) year from the operation of the Authority, but said ex officio
members shall not be holding any other board position in any government
entity. The chairman and members shall serve on a fulltime basis. Any
vacancy in the Board shall be filled by appointment by the president in
accordance with the membership allocation set forth in this section:
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Provided, That a member so appointed shall serve only for the unexpired
term.

SEC. 5. Qualifications of Members of the Governing Board - No
person shall be appointed Chairman or member of the Board of
Administrators unless he possesses the following qualifications:

(a) A natural-born Filipin citizen of legal age.

(b) A Bechelor's Degree in Cooperatives, Economics, Finance,
Agricuiture, Fisheries, Veterinary Medicine, Business, Social Science, Law,
Management, or in similar fields of study andfive (5) years of experience as
an official or officer of a cooperative, government agency, or non-
government organization engaged in cooperative development or, in the
absence of a Bechelor's Degree, at least ten (10) years of experience in
cooperatives either as an officer of a cooperative or a government agency
or non-government organization engaged in cooperative development; and

() Must be a resident of the region he represents for at least five (5)
years.

Any person appointed as Chairman or regular members of the Board of
Administrators shall divesthimself of any direct or indirect pecuniary interest
in or dealings with cooperatives upon his appointment.

SEC. 6. Board of Administrators Meeting - The Board of Administrators
shall meet at least once a month for the transacticn of its regular business.
Special meetings may be called by the Chairman or majority of the members
to consider specific matters. A majority vote by the entire Board shall be
required for a decision. Ali meetings ofthe Board shall be held at the head

-office in Metro Manila or at any other place as may be determined by the
Board.

The Board of Administration shall appoint an Executive Director who
shall be the chief operating officer of the Authority whose compensation shall
be fixed by the Board of Administrators.

SEC. 7. Organization of the Authority - The Authority shall be
organized within one hundred twenty (120) days from the effectivity of this
Act.

SEC. 8. Mediation and Conciliation - Upon request of either or both
parties, the Authority shall mediate and conciliate disputes within a
cooperative or between cooperatives: Provided, That if no mediation or
conciliation succeeds within three (3) months from request thereof, a
certificate of non-resolution shall be issued by the commission prior to the
filing of appropriate action before the proper courts.

SEC. 9. Power to Register Cooperatives - The power to register
cooperatives shall be vested solely on the Authority. The functions of the
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following departments and agencies relating to the registration of
cooperatives as such are hereby transferred to the Authority.

(a) The Department of Agricutture;

(b) The Bureau of Agriculture Cooperatives Development;
{c) The Department of Transpottation and Communications;
(d) The Sugar Regulatory Administration;

(e) The National Electrification Administration ; and

(f) Any other pertinent government agency.

The Bureau of Agricultural Cooperatives Development created under
Executive Order No. 116, Series of 1987, is hereby abolished and its
qualified employees are hereby absorbed by the Cooperative Development
Authority, in accordance with its staffing pattern, subject to Civil Service
rules and regulations and rules of the Office of Compensation and Position
Classification: Provided, That the Regional Cooperative Development
Assistance Offices of Regions IX and XlI, created under Executive Order
No. 634, are also hereby abolished and their employees shall be given
preference for employment with the Cooperative Development Authority in
accordance with its staffing pattern, subject to Civil Service rules and
regulations: Provided, finally, That those who are not absorbed shall be
given separation pay computed at one and fourth (1 1/4) months salary for
every year of service. Service or six (6) months or more shall be considered
as one (1) year in computing the years of service for severance pay and,
whenever applicable, other retirement benefits under existing laws.

SEC. 10. Transfer of Funds and Programs - The Cooperative
Development Loan Fund created under Presidential Decree No. 175, as
amended, is hereby transferred from the Department of Agriculture to thy
Authority.

The function of the Fund for Management Training and Assistance
Program granted to the Department of Agriculture by Presidential Decree
No. 175, as amendedi,is likewise hereby transferred to the Authority.

The fund provided for the Management Training and Assistance
Program under Presidential Decree No. 175, as amended, is hereby
converted into a fund for the development of cooperatives and may be used
for such purpose uponthe request of the cooperatives concerned: Provided,
That duly registered cooperatives shall have the right to establish their own
private training centers or federations for purposes of cooperative
development.

In addition, the Couperative Marketing Project as created under loan
agreements which are now managedby the Department of Agriculture is
likewise hereby transferred to the Authority.



SEC. 11. Cooperatives in the Education System - The history,
philosophy, principles and practices of cooperatives and their role as afactor
inthe national economy shall be disseminated both in formal and non-formal
education.

The role of non-government organizations, not registered as
cooperatives but duly registered under Philippine laws and engaged in
cooperative promotion, organization, research and education, shall be
recognized. The Authority may accredit such non-government orgnisations
as non-academic training orgagnisations. The training courses offered by
them may be eligible as credits for the purposes of academic, professional
and career advancements of their trainees. Existing training centres for
cooperatives may qualify as nongovernment organizations under his Act.

State colleges and universities shall provide technical assistance and
guidance to cooperatives in the communities wherein they operate, upon
request.

SEC. 12. Cooperatives in the Banking System - The promotion and
development of cooperative banks as par of the Philippine banking system
shall be a major concern of the Authority which shall undertake the
necessary program toward this end in collaboration with the Central Bank of
the Philippines and the cooperative sector concerned.

SEC. 13. Rule- Making Authority - The Authority is hereby authorized
to promulgate, after due public hearing and upon approval of the President,
such rules and regulations as may be necessary to implement the provisions
of this Act. Such implementing rules and regulations shall take effect within
fifteen (15) days after publication thereof in the Official Gazette orintwo (2)

. newspapers of general circulation. All subsequent amendments to the
implmenting rules and regulations shall undergo the same process.

SEC. 14. Prohibition - No organization shall be allowed to use the title
"cooperative” in its name unless it follows all generally accepted cooperative
principles, applicable cooperative laws, and is duly registered underthis Act.
Provided, That organizations which have used the word "cooperative™ as
part of their nomenclature but which do not qualify as cooperatives under the
provisions of this  Act. shall have three (3) years within which to qualify and
to register with the Authority. If at the end of the three-year period provided
herein, the said organizations still do not qualify, it-shall be unlawful for the
organizations to continue using the word "cooperative” in their names.

SEC. 15. Informatiun Campaign - The Cooperative Development
Authority is mandated to conduct a six (6) months information campaign on
the provisions of this Act, beginning three (3) from the effectivity of this Act.

SEC. 16. Appropriationns - The fundsneeded to carry out the
provisions of this Act shall be charged to the appropriations of the Bureau of
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Agricultural Cooperatives Development and the Reginal Cooperative
Development Assistance Offices of Regions IX and Xli under the current
General Appropriations Act in addition to the appropriations of other
departments/agencies/funds whose functions/programs are transferred to
the Authority: Provided, That in its initial 'year of operations, an additional
amount of not exceeding Sixty million pesos (P60,000,000.00.) may be
requested and drawn by the Authority from the Contingent Fund of the
President. Thereafter, such sums as may be necessary for its continued
implementation shall be include in the annual General Appropriations Act.

SEC. 17. Transitory Provisions - All cooperatives registered under
Presidential Decree Nos.175 and 775, and Executive Order No. 898 shall be
deemed registered with the Cooperative Development Authority: Provided,
however, That they shall submit to the nearesi Cooperative Development
Authority office their certificates of registration, copies of their articles of
Incorporation and bylaws, and their latest duly audited financial statements
within one (1) year from effectivity of this Act, otherwise, their registration
shall be cancelled: Provided further, That cooperatives created under
Presidential Decree No. 269, as amended by Presidential Decree No.1645
shall be given three (3) years within which qualify and register with the
authority: Provided, finally, That afterthese cooperatives shall have qualified
and registered, the provisions of Section 3 and 5 of Presidential Decree No.
1645 shall no longer be applicable to the said cooperatives.

SEC. 18. Repeals - All acts, general orders, executive orders, letters
of implmentation,letters of Instruction, regulations or circulars, or parts
thereof, inconsistent with any of the provisions of this Act are hereby
repealed or modified accordingly. In case of doubt, the same shall be
resolved in favor of the cooperatives.

SEC. 19. Separability - If for any cause any party of this Act is declared
unconstitutional, the rest of the provisions shall remain in force and effect.

SEC. 20. Effectivity - This Act shall take effect fifteen (15) days after
its publication in the Official Gazette orin a newspaper of general circulation.

Approved :

Sd/- Sd/-
JOVITO R. SALONGA RAMON V. MITRA
President of the Senate Speaker of the House of Representatives

This Act which is a consolidation of House Bill No.10787 and Senate Bill
No. 485 was finally passed by the House of Representatives and the Senate
on February 22,1990 and March 2, 1990, respectively.
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Sd/- Sd/-
EDWIN P. ACOBA QUIRINO D. ABAD SANTOS, JR
Secretary of the Senate Secretary of the House of Representatives

Approved : March 10, 1990

Sd/-

COBAZON C. AQUINO
President of the Philippines



SRI LANKA

Co- operatlve Societies Law
No. 5 of 1972

A. Law to provide for the Development of Co-operative Societies and
to consolidate and amend the law relating to the Constitution and
Control of Co-operative Societies and to provide for matters connected
therewith and incidental thereto.

~ Be it enacted by the National State Assembly of the Republic of Sri
Lanka as follows:

1. This Law may be cited as the Co-operative Societies Law, No. 5
of 1972.

CHAPTERI
Registration

2. (1) There may be appointed a Registrar of Co-operative Societies
for Sri Lanka or any portion thereof and such member of Deputy, Senior
Assistant, or Assistant, Registrars as may be necessary.

(2) the Minister may, by general or special Order, conferonany Deputy,
Senior Assistant or Assistant Registrar all or any of the powers of a Registrar
under this Law or under any rules made thereunder.

(3) The person appointed to be, or to act for the time being as, the
Commissioner of Co-operative Development shall have and may exercise
the same powers as are vested in the Registrar of Co-operative Societies
by this Law and by any rules made or deemed to be made thereunder.

(4) Each of the persons appointed to assist the Commissioner of
Co-operative Development shall have and may exercise such of the powers
of the Registrar under this Law and under any rules made or deemed to be
made thereunder as may be specified by the Minister in any general or
special Order made under this section.

3. (1) Subject to the provisions hereinafter contained,—

(a) a society which has as its object the promotion of the econom?c,
social or cultural interests of its members in accordance with

co-operative principles, or
(b) a society established with the objected of facilitating the operations
of a society referred to in paragraph (a), or
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(c) asociety consisting of registered societies as members established
for the purpose ot providing co-operative education and training, advisory
services to co-operative societies in Sri Lanka and other services for the
promotion of the co-operative movement in Sri Lanka, or

{d) asociety consisting of registered societies as members established
for the purpose of planning, co-ordinating, and facilitating the activities of
such co-operative societies in Sri Lanka or any part thereof as are engaged
in marketing, industry, agriculture, fisheries or in such other activity as may
be approved by the Registrar. '

may be registered under this Law with or without imited liability:

Provided that the liability of a society of which a member is a registered
society shall be fimited.

{(2) Wherethe liability ofthe members of a society is limited, no member
otherthan aregistered society shalt hold morethan such portion ofthe share
capital of the society, subject to a maximum of one-fifth, as may be
prescribed by the rules.

4. (1) No society, other than a society of which a member is a
registered society, shall be registered under this Law, if it does not consist
of atleastten persons each of whom is above the age of eighteen years and
resides or is employed or owns immovable property within the proposed
area of operations of the society seeking registration.

(2) Where for the purposes of this section any question arises as to the
age, residence, employment or property qualification of any person, that
question shall be decided by the Registrar whose decision shall be final.

(3) The word “limited” shall be the last word in, or the equivalent of that
word in Sinhala or Tamil shall form part of, the name of every society with
fimited liability registered under this Law.

5. (1) Forthe purposes of registration an application shallbe made to
the Registrar.

(2) The application shall be signed-

(a) inthe case of a society of which no member s a registered society,
by at least ten persons qualified in accordance with the requirements
of section 4 (1); and

(b) in the case of a society of which a member is a registered society,
by a duly authorized person on behalf of every such registered
society, and, where all the members ofthe society are not registered
societies, by ten other members, or, when there are less than ten
other members, by all of them.
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(3) the application shall be accompanied by two copies of the proposed
by-laws of the society, and the persons by whom or on whose behalf such
application is made shall furnish such information in regard to the society as
Registrar may require.

6. If the Registrar is satisfied that a society has complied with the
provisions of this Law and the rules, that the activity in which the society
proposes to engage is economically feasible, and that its proposed by-laws
are not contrary to this Law or to the rules, he may, if he thinks fit, register
the society and its by-laws. An appeal in accordance with such rules as may
be made in that behalf shall lie to the Minister against the refusal of the
Registrar to register any society.

7. Acertificate of registration signed by the Registrar shall be conclusive
evidence that the society therein mentioned is duly registered, unless it is
proved that the registration of the society has been cancelled.

8. (1) Any registered society may, subiject to this Law and the rules
made thereunder, amend its by-laws, including the by-law which declares
the name of the society.

{2) No amendment of the by-laws of a registered society shall be valid
untitthat amendment has been registered under this Law for which purpose
two copies of the amendment shall be forwarded {o the Registrar.

(3) Ifthe Registrar is satisfied that any amendment of the by-laws is not
contrary to this Law or to the rules, he may, if he thinks fit, register the
amendment. An appeal in accordance with such rules as may be made in
that behalf shall lie to the Minister against the refusal of the Registrar to
register any amendment of any by-law.

(4) Anamendment which changes the name of a society shall not affect
any right or obligations of the society or of any of its members or past
members, and any legal proceedings pending may be continued by or
against the society under its new name.

(5) Where the Registrar registers an amendment of the by-laws of a
registered society, he shall issue to the society a copy of the amendment
certified by him, which shall be conclusive evidence of the fact that the
amendment has been duly registered.

(6) In this section “amendment” includes the making of a new by-law
and the variation or rescission of a bye-law.

9. (1) A registered society may, with the previous approval of the
Registrar and by a resolution passed by a two-thirds majority of the
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members or delegates present and voting at a general meeting of the
society-

(a) transfer its assets and liabilities in whole or in part to any other
registered society; or ‘ :

(b) divide itself into two or more societies.

(2) Any two or more registered societies may, with the previous
approval ofthe Registrar and by a resolution passed by atwo-thirdsmajority
of the members or delegations present and voting at a general meeting of
each such society, amalgamate themselves and form a new society.

(3) The resolution of a registered society under subsection (1) or
subsection (2) shall contain all particulars of the transfer, division or
amalgamation, as the case may be.

{4) Where a registered society has passed any such resolution, it shafl
give notice thereot in writing to all its members and creditors and, notwithstanding
any by-laws or contract to the contrary, any member or creditor shall, during
the period of one month of the date of service of the notice upon him, have
the option of withdrawing his shares, deposits or loans, as the case may be.

(5) Any member or creditor who does not exercise his option within the
period specified in subsection (4) shall be deemed to have assented to the
proposals contained in the resolution. :

(6) Where aresolution passed by aregistered society under this section
involves the transfer of any assets and liabilities, the resolution shall, |
notwithstanding anything contained in any law for the time being in force, be
a sufficient conveyance to vest the assets and liabilities in the transferee
without any further assurance.

10.(1) Where the whole of the assets and liabilities of a registered
society are transferred to another registered society in accordance with the
provisions of section 9, the registration of the first-mentioned society shall
stand cancelled and that society shall be deemed to have been dissolved
and shall cease to exist as a corporate body.

(2) Whentwo or more registered societies are amalgamated into a new
society in accordance with the provisions of section 9, the registration of
each of the amalgamating societies shall stand cancelled on the registration
of the new society and each such society shall be deemed to have been
dissolved and shall cease to exist as a corporate body.

(3) Where a registered society divides itselt into two or more societies
in accordance with the provisions of section 9, the registration of that socicty
shall stand cancelled on the registration of the new societies, and that
society shall be deemed to have been dissolved and shall cease to exist as

a corporate body.
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CHAPTER I
Members of Registered Societies & Their Rights and Liabilities

11.(1) No member of a registered society shall exercise the rights of
a member unless or until he has made such payment to the society in
respect of membership or acquired such interest in the society, as may be
prescribed by the rules or by-laws.

-(2) Where a member of a registered society has not made such
payment to the society or acquired such interest in the society as is referred
to in subsection (1), it shall be lawful for the society, from any sum of money
due from the society to such member in respect of the purchase of any
scheduled agricultural product under the Agricultural Products (Guaranteed
Prices and Control of Hulling and Milling) Act, No. 33 of 1961, to deduct any
sum of money due to the society from such member in respect of such
payment or such interest as is referred to in subsection (1).

12.(1) A registered society may admit any individual as an associate
member.

(2) Anassociate member shall not be entitled to any share, in any form
whatsoever, inthe assets or profits of the society, or any vote in the conduct
of the affairs of the society. ’

(3) Save as provided in this section, as associate member shall have
such privileges and rights of a member and be subject to such liabilities of
a member, as may be specified in the by-law of the society.

13. The minority or non-age of any person duly admitted as a member
of any registered society shall not debar that person from executing any
instrument or giving any acquittance necessary to be executed or given
under this Law or the rules made thereunder, and shall not be a ground for
invalidating or avoiding any contract entered into by any such person with
the society; and any such contract entered into by any such person with the
society, whether as principal or as surety, shall be enforceable at law by or
against such person notwithstanding his minority or hon-age.

14. The subsequent discovery, of any defect in the appointment of or of
any disqualification for election of any officer of a registered society shall not
be ground for invalidating or avoiding any contract entered into by such
officer on behalf of such society.

15. No member of any primary society shall have more than one vote
in the conduct of the affairs of the society:

Provided that in the case of an equality of votes the chairman shall have
a casting vote.
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16. (1) No member of any primary society shall at any meeting of the
society exercise his vote except in person:

Provided, however, that voting through delegates at any meeting of the
society may be allowed where it is so provided under the by-laws of the
society.

(2) A registered society which is a member of any other registered
society may appoint any one of its members for the purpose of voting in the
conduct of the affairs of such other registered society. '

17.(1) The transfer of the share or other interest of a member or past
member or deceased member in the capital of a registered society shall be
subject to such conditions as to maximum holding as may be prescribed by
this Law or by the rules.

, (2) Inthe case of a society registered with unlimited liability, a member
shall not transfer any share held by him or his interest in the capital of the
society or any part thereof, unless-

(a) he has held such share or interest for not less than one year; and

(b) the transfer is made to the society, or to a member of the society,
orto aperson whose application for membership has been accepted
by the committee.

CHAPTER IlI
Duties of Registered Societies

18. Every registered society shall have an address, registered in
accordance with the rules, to which all notices and communications may be
sent, and shall within seven days of any change of that address notify the
Registrar of such change.

19. Every registered society shall keep a copy of this Law and of the
rules and of its by-laws and a list of its members open to inspection, free of
charge, at all reasonable times at the registered address of the society.

CHAPTER IV
Privileges of Registered Societies

20. The registration of a society shall render it a body corporate by the
name under which itis registered, with perpetual succession and a common
seal, and with power to hold property, to enter into contracts, to institute and
defend suits and other legal proceedings, and todo all things necessary for
the purpose of its constitution.
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21.(1) Aregistered society which has as one of its objects the disposal
of any article which is the produce of agriculture or animal husbandry or any
otherindustry, may provide in its by-laws or may contract with its members-

(a) that every such member who produces any such article, shall
dispose of the whole or of any specified amount, proportion or
description thereof to or through the society, and

(b) that any memberwho s proved or adjudged, in such manner as may
be prescribed by rules, to be guilty of a breach of the by-laws or
contract, shall pay to the society as liquidated damages a sum
ascertained or assessed in such manner as may be prescribed by
rules, or by its by-laws.

(2) A contract made by a registered society under subsection (1) shall
create in favour of the society a first charge upon all articles, whether
produced or about to be produced, to which the contract relates.

{3) In any legal proceedings arising out of a contract under subsection
(1), it shall not be a defence that the contract is in restraint of trade.

(4) A member of a registered society shall be deemed not to have
contravened any by-law of the society which requires him to deliver any
produce to the society, if the failure to deliver such produce was due to the
fact that he had, prior to becoming a member of the society, contracted to
deliver the produce to some other person.

(5) Every person who applies for membership of a registered society
shall, if required so to do, disclose in his application particulars of all
contracts made by him for the delivery of any produce to any other person.

22.(1) Where the Minister is satisfied in the case of any registered
society that the members of the society or any section hereof are producers
of any article in Sri Lanka, or in any province, district or area in Sri Lanka,
the Minister may in his discretion, by Order, direct each producer of that
article in Sri Lanka, or in such province, district or area in Sri Lanka, as the
case may be, whether such producer is or is not a member of the society,
to sell to or through the society such part of the total quantity of that article
produced by him as is not required for his own use or consumption.

(2) Every Order made by the Minister under subsection (1) shall be
published in the Gazette and shall specify the Article, the area in which the
order shall operate and the basis on which the producer of such article shall
be paid.

(3) Every Order shall come into operation on the date of its publication
inthe Gazette and shall subject to the provisions of subsection (5) continue
in operation until it is rescinded.
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(4) Every Order shall, as soon as may be after it has come into
operation, be brought before the National State Assembly for approval.

(5) Every Order which the Nationai State Assembly refuses to approve
shall be deemed to be rescinded, but without prejudice to the validity of
anything previously done or suffered to be done thereunder.The date on
which an Order shall be deemed to be rescinded shall be the date onwhich
the National State Assembly refuses to approve the Order, and such date
shall be notified in the Gazette.

(6) (a) The Minister may at any time by Order published inthe Gazette
(such Order being hereinafter referred to as an “amending Order”) vary any
Order previously made under subsection (1). Every amending Order shall
come into operation on the date of its publication in the Gazette.

(b) An Order made under subsection (1), which is varied by an
amending Order shall continue in operation, as so varied, for the period
during which it would have beenin operation if it has not been so varied, and
no longer.

(c) Every amending Order shall be brought before the National State
Assembly for approval:

Provided, however, that where an Order made under sub-section (1) is
varied by one or more amending Orders before it is approved by the National
State Assembly under subsection (4), the Order, when it is brought before
the National State Assembly for approval under that subsection, shall have
incorporated therein all variations effected by such amending Order or
Orders, and it shall not be necessary in any such case to bring any such
amending Order separately before the National State Assembly.

(d) therefusal of the National State Assembly to approve any amending
Order which is brought before the National State Assembly for approval
shall be deemed to be a rescission of that amending Order, and the Order
made under subsection (1) shall, from the date of such rescission, continue
in operation as though that amending Order had not been made.

(e) The Minister may at any time rescind any Order previously made
under subsection (1). Notification of the rescission of any such Order shall
be published inthe Gazette and such Order shall be deemedto be rescinded
upon the date of such publication.

(7) Every Order shall, when approved by the Natlonal State Assembly,
be as valid and effectual as if it were herein enacted.

(8) Every Notification required to be published inthe Gazette under this
section shall be published under the hand of the Minister.

(9) The provisions of any Order made under this section shall,
notwithstanding that they are inconsistent with or in conflict with the
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provisions of any other written law, prevail over such other written law for the
period during which the Order is in force. .

(10)  Every producer who is directed by Order under subsection (1)
to sell any article to or through a registered society of which he is not a
member, shall, inrespect of any such sale in compliance with such direction
and of any matter or transaction arising out of such sale, be subjectto the
same conditions and obligations to which he would have been subject if he
were a member of the society.

(11)  Where any producer in respect of whom an Order is made
under subsection (1), and who is not a member of the registered society,
applies for admission as a member of the society, the society shall-

(a) if he so desires, deduct from any funds received or held by the
society on his account, the whole or any portion of the subscription
for membership, and

(b) admit him as a member upon payment in full of such subscription
subject to any such deduction as aforesaid.

23.(1) Any person who, having knowledge or notice that any other
person has contracted under section 21 or is bound by an Order under
section 22 to sell any article produced by such other person to or through a
registered society, solicits or persuades such other personto sell or deliver
such article, in violation of such contract or in contravention of such Order,
as the case may be shall be guilty of an offence and shall on conviction after
summary trial before a Magistrate be liable to a fine not exceeding one
thousand rupees.

(2) Where the person convicted of an offence under subsection (1) is
a body corporate, every person who at the time of the commission of the
offence was a director or officer of the body corporate shall be deemed to
be guilty of that offence unless he proves that the offence was committed
without his knowledge or that he exercised all due diligence to prevent the
comrmission of the offence.

24. Subject to any prior claim of the Republic on the property of a debtor
and to the lien or claim of a landlord in respect of rent or any money
recoverable as rent, and in the case of immovable property, to any prior
registered charge thereon-

(a) any debt or outstanding demand payable to a registered soc:ety by
any member or past member shall be a first charge-

(i) upon crops or other agricultural produce raised-in'whole or in parnt
with aloan taken from the society by such member or past member;
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(i) upon any cattle, fodder for cattle, agriculture or industrial impiements,
or raw materials for manufacture, or workshops, godown, or place
of business, supplied to or purchased by such member or past
members in whole or in part from any loan whether in money or
goods given to him by the society: ‘

Provided that nothing herein contained shall affect the claims of any
bona fide purchaser or transferee, for value without notice, of any
such crops, or other agricultural produce, cattle, fodder for cattle, or
agricultural or industrial implements, or raw materials for manufacture;
and ’

(ili) upon any sum of money due from the society to such member in
respect of the purchase of any scheduled agricultural product under
the Agricultural Products (Guaranteed Prices and Control of Hulling
and Milling) Act, No. 33 of 1961;

(b) any outstanding demands or dues payable to a housing society by
any member or past member in respect of rent, shares, loans, or purchase
money or any other rights or amounts payable to such society shall be a first
charge upon his interest in the immovable property of the society.

25. A registered society shall have a charge upon the shares or other
interests in the capital and on the deposits of a member or past member or
deceased member and upon any dividend, bonus, or profits payable to a
member or past member or to the estate of a deceased member in respect
of-

(a) a debt due to the society,
(b) any debt due to any other registered society, or
{c) any amount due to the liquidator of any registered society,

from such member or past member or estate, and may set off, or pay
to such other society, or liquidator, as the case may be, any sum credited
or payable to a member or past member or estate of a deceased member
in or towards payment of any such debt or amount.

26. Subject to the provisions of section 25, the share, contribution or
other interest of a member in the capital of a registered society shall not be
liable to attachment or sale under any decree or order of a court in respect
of any debt or liability incurred by such member, and neither his assignee
in insolvency nor a receiver appointed under Chapter L of the Civil
Procedure Code, shall be entitled to, or have any claim on, such share,
contribution or other interest.

27.(1) Onthedeathofamember,aregistered society may transferthe
share or other interest of the deceased member to the person nominated in



211

accordance with the rules made in that behalf, or, if there is no person so
nominated, to such persons as may appear to the committee to be the heir
or legal representative of the deceased member, or may pay to such
nominee, heir, or legal representative, as the case may be, a sum representing
the value of such member’s share or other interest, as ascertained in
accordance with the rules or by-laws:

Provided that—

{a) in the case of a society with unfimited liability, such nominee, heir,
or legal representative, as the case may be, may require payment
by the society of the value of the share or other interest of the
.deceased member ascertained as aforesaid; and

(b) inthe case of a society with limited liability, the society may transfer
the share or other interest of the deceased member to such heir or
legal representative, as the case may be, who is qualified in
accordance with the rules and by-laws for membership of the
society, or on his application within six months of the death of the
deceased member to any person specified in the application who is
so qualified.

(2) Aregistered society shall pay all other moneys due o the deceased
member from the society to such nominee, heir, or legal representative, as
the case may be.

(3) Alltransters and payments made by a registered society in accordance
with the provisions of this section shall be valid and effectual against any
demand made upon the society by any other person.

28.(1) Aregistered society may receive deposits from or forthe benefit
of minors and it shall be lawful for a registered society to pay to such minors
the interest which may become due on such deposits. Any deposits made
by a minor may, together with the interest accrued thereon, be paid to that
minor; and any deposit made on behalf of a minor may, together with the
interest accrued thereon, be paid to the guardian of that minor for the use
of the minor.

(2) The receiptvof any minor or guardian for money paid to him by a
society under this section shall be a sufficient discharge of the liability of that
society in respect of that money.

29.(1) The liability of a past member for the debts of a registered
society as they existed on the date on which he ceased to be a member shall
continue for a period of two years reckoned from that date.

(2) The estate of a deceased member shall, for a period of two years
reckoned from the date of his decease, be liable for the debts of the society
as they existed on the date of his decease.
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30. Any register or list of members kept by any registered society shall
be prima facie evidence of any of the following particulars entered therein:

{a) the date on which the name of any person was entered in such
register or list as a member;

(b) the date on which any such person ceased to be a member.

31.(1) A copy of any entry in a book of a registered society regularly
kept in the course of business shall, if centified in such manner as may be
prescribed by the rules, be received in any legal proceeding, civil or criminal,
as prima facie evidence of the existence of such entry, and shall be admitted
as evidence of the matters, transactions, and accounts therein recorded in
every case where, and to the same extent as, the original entry itself is
admissible.

(2) No officer ot any registered society shallin any legal proceedings to
whichthe society is not aparty, be compelled to produce any of the society's
books, the contents of which can be proved under subsection (1) or to
appear as a witness to prove any matters, transactions or accounts therein
recorded, unless the court for special reasons so directs.

32. Notwithstanding any written or other law for the time being in force,
a registered society may-

(a) pledge as security for a general balance of account any securities
held by it; and

- {b) authorize the creditor, in the event of default of payment on the date
of the termination of a notice issued to the society, to sell any or all
of such securities, without recourse to court, and to credit the
proceeds to such balance ot account.

33. Aregistered society may acquire by purchase, gift or otherwise and
take on lease lands, buildings or other movable or immovable property, or
sell, mortgage, lease, exchange or otherwise dispose of lands, buildings or
other movable or immovable property for any purpose connected with its
objects:

Provided, however, that the prior approval in writing of the Registrar
shall be obtained in case of any such transaction referred to in the
proceeding provisions of this section as relates to any immovable property
or to any such movable property as is specified in the rules made under this
Law in that behalf.

34.(1) Where any land or building is required for any purpose connected
with the objects of a registered society, that purpose shall be deemed to be
a public purpose and that land or building may be acquired under the Land
Acquisition Act by the Government for that society.
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(2) Where any land or building is to be acquired under the Land
Acquisition Act by the Government for a registered society, that society
shail, before an Order relating to that land or building is made under section
38 otthat Act; pay to the Government the amount determined under that Act
as the compensation payable in respect of that land or building and also the
cost incurred by the Government in the acquisition proceedings:

Provided, however, that where it becomes necessary to take possession
of any land or building on the ground of any urgency before the amount of
compensation is determined under that Act, that society shall pay to the
Government before such Order is made such amount as in the opinion of
the acquiring officer is likely tc. be determined as the compensation payable
in respect of that land or building, and shall pay the balance amount, if any,
after the amourit of compensation is determined under that Act.

CHAPTER YV
Exemptions from Stamp Duty and Fees

35.(1) Every registered society shall be exempt from-

(a) any stamp duty chargeabie under any written law in respect of any
instrument executed by, or on behalf of, orin favour of, a registered
society, or in respect of any document filed in a court in pursuance
of the provisions of section 59, in cases where but for the exemption
granted by this subsection, the registered society would be liable to
pay the duty chargeable inrespect of such instrument or document,
and

(b) any fees payable under the law for the time being in force relating
to the registration of documents.

(2) Every member of a registered society shall be exempted from the
payment of any stamp duty chargeable under any written law in respect of
any instrument executed by such member in favour of, and relating to the
business of, such registered society in cases where but for the exemption
granted by this subsection the member would be liable to pay the duty
chargeable in respect of such instrument.

CHAPTER VI
General Provisions Relating to By-Laws

36.(1) Everyby-law of a registered society shall, upon registration, be
binding upon the society and the members thereof to the same extent as if
the by-law was signed by each member of the society and contained a
covenant by each such member to observe the provisions of the by-law.
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(2) Any dispute arising out of the interpretation of by-lawof a registere
society shall be referred to the Registrar for his decision, and his decisio
shall be final and conclusive in law.

37. No by-taw made by a registered society in respect of any matter fc
which by-laws are authorized by any rule to be made, shall be called i
questionin any court of law on the ground only that such by-law constitute
a contract in restraint of trade.

38. The by-law made by any registered society may, subject to an
rules, provide for the imposition of fines on the members of the society fc
contravention of its by-laws:

Provided, however, that no such fine shall be imposed on any membe
uniess—

(a) notice in writing of the intention to impose such fine and the reason
therefor have been given in writing to him by the society; and

{(b) he has failed to show, within such time and in such manner as ma'
be prescribed by rules, sufficient cause against the imposition of thy
fine.

CHAPTER VIi
Property and Funds of Registered Societies

39.(1) Aregistered sécietyshallnot make any loantoanypersonothe
than a member:

Provided that, with the consent of the Registrar, a registered societ
may make loans to another registered society.

(2) Except with the permission of the Registrar, a registered societ
shall not lend money on the security of any movable property other thar
agricultural produce.

40.(1) A registered society shall receive deposits and loans fron
persons who are not members only to such extent and under suct
conditions as may be prescribed by the rules or by-laws.

(2) Where a loan is granted to a registered society by a bank on the
mortgage of any immovable or movable property, such property shall, fronr
andafterthe date ofthe registration of such mortgage underthe Registratior
of Documents Ordinance, be charged with the payment of the moneys due
under such mortgage in priority to every other debt of such registerec
society whatsoever and to every mortgage or charge affecting suct
property, except a mortgage or charge -affecting such property which i
secured by a mortgage duly registered under the Registration of Documents
Ordinance prior to such date. '
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41. Save as provided in sections 39 and 40 the transactions of a
registered society with persons otherthan members shallbe subjectto such
prohibitions and restrictions as may be prescribed by the rules.

42.(1) Aregistered society may deposit orinvestiits funds in any of the
securities other than a first mortgage of immovable property specified in
section 20 of the Trusts Ordinance, or with any banker or person acting as
a banker approved for this purpose by the Registrar, or in the shares oron
the security of any other registered society, approved for this purpose by the
Registrar, or any other mode permitted by the rules.

{(2) Any deposit or investment made before the commencement of this
Law which would have been valid if this Law had been in force is hereby
ratified and confirmed.

43.(1) Every registered society shall, out of its net profits in any
financial year as ascertained by the audit under section 44,-

(a) transfer anamount not being lessthantwenty-five per centumofthe
net profits to the reserve fund of the society; and

(b) contribute such portion of the net profits as may be prescribed by
rules to the Cooperative Fund established under the rules.

(2) The balance of the net profits may be utilized for all or any of the
following purposes:

(a) payment of dividends to members on their paid-up share capital at
a rate not exceeding the rate prescribed in the rules;

(b) payment of rebates to members on the value of the business done
by them with the society to the extent and in the manner specified
in the by-laws;

{c) contributions to such funds as may be prescribed in the by-law;
(d) payment of bonus to employees of the so‘ciﬁety;
(e) payment on such other account as may be specified inthe by-laws;

(f) contributions of an amount not exceeding ten per centum of the net
profits of a Common Good Fund for expenditure on any social,
cultural or recreational purpose, or the advancement of any other
object of local or public utility.

(3) In the case of a society with unlimited liability, no distribution of
profits shall be made without the general or special order of the Registrar.
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CHAPTER VIl
Audit, Inquiry, Inspection or Investigation

44.(1) The Registrarshall audit or causetobe audited by some person
authorized by him by general or special order in writing in that behalf the
accounts of every registered society once at least in every year.

(2) The audit under sub section (1) shall include an examination of
overdue debts, if any, and a valuation and verification of the assets and
liabilities of the registered society.

(3) For the purposes of an audit under subsection (1) the Registrar or
any person authorized by him to audit the accounts shall have the power-

{a) to summon any past or presernt officer, agent, servant or member of
the society or any other person who, in the opinion of the Registrar
or the person authorized by him to audit, can give material information
about any transactions of the society or the management of its
affairs; ’

{b) to require the production of any book or document relating to the
affairs of the society, or any cash, security, or other property
belonging to the society, by any past or present officer, agent,
servant or member of the society or other person in possession of
or having the custody of such book, document, cash, security or
other property; and

(c) 10 take into his custody books of accounts or the documents of the
society where he discovers a fraud in the course of such audit.

(4) The Registrar, or any person authorized by general or special order
in writing in that behalf by the Registrar, shall at alltimes have access to all
thebooks, accounts, papers, and securities of a registered society, and shall
be entitled to inspect the cash in hand; and every officer or member of the
society shall furnish such information in regard to the transactions and
working of the society as the person making an audit may require.

(5) The Registrar and every person authorized by him to audit the
accounts of aregistered society shallbe deemedtobe public servants within
the meaning of the Penal Code.

(6) (a) If, in the course of, or at the conclusion of, an audit under
subsection (1), it is found that any person, who is or was entrusted with the
organization or management of a society, or who is or has at any time been
an officer or an employee of a society has made any payment or has used
any funds of the society contrary to the provisions of this Law or the rules
made under this Law or the by-laws of the society or the working rules of the
society, the Registrar shall disallow every such payment and every such use
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of funds and surcharge the same on the person making or authorizing the
making of suchillegal payment or suchuse of funds and shall charge against
any person, the amount of any deficiency or loss incurred by the negligence
or misconduct that person and any amount which ought to have been, but
is not, brought into account by that person and shallin each case certify the
amount due from such person and communicate his decision in writing to
such person.

(b) Before making any disallowance or surcharge against any person,
the Registrar, or any person authorized by general or special order in writing
in that behalf by the Registrar, shall offer an opportunity to such person to
be heard or to make any representations with regard to the matters which
he may think fit, and shall in the event of his making such disallowance or
surcharge, furnish such person in writing, on application being made to him
for that purpose with the reasons for his decision in respect of such
disallowance or surcharge.

(c) Any person aggrieved by any such disallowance or surcharge made
by the Registrar may appeal therefrom to the Minister within fourteen days
after the date of the decision of the Registrar being communicated to him,
and the Minister’s decision thereon shall be final and conclusive and shall
not be questioned in any count:

Provided that no such appeal shail be entertained in any case in which
the appeliant has failed or neglected to make any representation with regard
to the matter of such disallowance or surcharge after an opportunity to do
so has been afforded to him by the Registrar in accordance with the
provisions of paragraph (b).

(d) The provisions of section 66 (2) shall apply mutatis mutandis in a
case where the decision made by the Registrar under paragraph (b), or a
decision made by the Minister under paragraph (c), as the case may be, is
not complied with.

45.(1) lfonan audit held under section 44 any defects in the working
of a registered society are disclosed, the Registrar may bring the defects to
the notice of the society and if the society is a member of another society,
also to the notice of that other society.

(2) The Registrar may make an order directing the society or its officers
to take such action as may ‘be specified in the order within the time
mentioned therein to remedy the defects disclosed.

46.(1) The Registrar may of his own motion, and shall, on the
application of a majority of the committee, or of not less than one-third of the
members, of a registered society, hold an inquiry or direct some person
authorized by him by order in writing in that behalf, to hold an enquiry into
the constitution, working, and financial condition of the registered society.
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(2) For the purposes of an inquiry under subsection (1), the Registrar
or any person authorized by him to hold an inquiry, shall have the power-

(@) to summon any past or present officer, agent, servant or member of
the society or any other person who, in the opinion of the Registrar
or the person authorized by him to inquire, can give material
information about any transactions of the society or the management
of its affairs; ‘

(b) to require the production of any book or document relating to the
affairs of the society, or any cash, security, or other property
belonging to the society, by any past or present officer, agent,
servant or member of the society or other person in possession of
or having the custody of such book, document, cash, security or
other property;

(c) to summon a general meeting of the members of the society at such
time and place as may be specified by him to determine such
matters.as may be directed by him; and

(d) to take into his custody books of accounts or the documents of the
society where he discovers a fraud in the course of such inquiry.

(3) Any meeting summoned under subsection 2 (¢) shall have all the
powers of a general meeting called under the by-laws of the society and its
proceedings shall be regulated by such by-laws except that no qucrumshall
be necessary for such meeting and the provisions of the by-laws relating to
the period of notice relating to a general meeting shall not be applicable. The
Registraror any person authorized by him may preside at such meeting but
shallhave no vote;inthe event of an equality of votes he shall have a casting
vote.

(4) Where an inquiry is held under this section the Registrar shall
communicate the result of the inquiry to the society and to the society, if any,
of which that society is a member and to any bank to which the society is
indebted.

(5) The Registrar and every person authorized by himto hold an inquiry
under this section shallbe deemed to be public servants within the meaning
of the Penal Code.

47.(1) The Registrar may of his own motion, or on the application of
a creditor of a registered society, inspect, or direct person authorized
generally or specially by him by order in writing in that behalf to inspect, the
books of the society:

Provided that no such inspection shall be made on the application of a
creditor unless the applicant:
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(a) prdves that an ascertained sum of money is then due to him and that
he has demanded payment thereof and has not received satisfaction
within a reasonable time; and

(b) deposits with the Registrar such sum as security forthe costs of the
proposed inspection as the Registrar may require.

(2) The Registrar may of his own motion investigate or direct any person
authorized by him to investigate the affairs of any registered society.

(8) The Registrar, or any person authorized by the Registrar under this
section,—

(a) shallatalltimes have access to allthe books, accounts, papers, and
securities of a registered society, and shall be entitled to inspect the
cashin hand;and every officer or member of the society shall furnish

~ such information in regard to the transactions and working of the
society as the person making an inspection or an investigation may
require; and

(b) shall have the power to take into his custody books of accounts or
the documents of the society where he discovers a fraud in the
course of such inspection or investigation.

(4) The results of any such inspection-

(a) where suchinspectionis held ofthe Registrar’s own motion, may be
communicated by the Registrar to the society and to any bank to
which the society in indebted; and

(b) where such inspection is held on the application of a creditor, shall
be communicated by the Registrar to the creditor and to the society.

(5) Where an inspection is held under subsection (1) on the application
of a creditor of a registered society, the Registrar may apportion the costs,
or such part of the costs, as he may think fit between the society and the
creditor.

(6) Any sum awarded by way of costs against any society or creditor
under this section may be recovered, or application to the Magistrate’s Court
having jurisdiction in the place where the registered office of the society is
situated or the creditor resides, in like manner as a fine imposed by the
Court.

(7) The Registrar and every person authorized by him to inspect the
books or investigate the affairs of a registered society shall be deemed to
be public servants within the meaning of the Penal Code.

(8) Added by section 7 of Act 32 of 1983.
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CHAPTER IX
Dissolution of the Committee of a Registered Society
Amended by 9(1) of Act 32 of 1983.

48.(1) It the Registrar is of the opinion after an inquiry under section
46 or an inspection made on an application of a creditor under section 47,
that the committee of any registered society is not performing its duties
properly, he may, after giving an opportunity to the committee to state its
objections at a general meeting of the society summoned by him, by order
in writing-

{a) dissolve the committee; and

(b} direct that the affairs of the society shall be managed and administered
by a suitable person or persons appointed as hereinafter provided.

(2) Every direction under paragraph (b) of subsection (1) shall have
effect for such period not exceeding two years as may be specified in the
order containing such direction:

Provided, however, that the Registrar may in his discretion fromtime to
time amend the order for the purpose of extending the period during which
the direction shall have effect, so however that the aggregate period during
which the direction shall so have effect shall not exceed four years.

{3) Where any order is made under subsection (1), the Registrar shail
by the same or a subsequent order appoint a fit and proper person or two
or more such persons to manage and administer the affairs of the society,
and may from time 1o time remove or replace any person so appointed or
appoint additional persons.

(4) Subject to the general direction and control of the Registrar, any
person or persons appointed under this section to manage the affairs of a
registered society-

{(a) shall have the power to recover the assets and discharge the
liabilities of the society and take such other steps as may be
necessary in its interests, and

(b) may exercise all the powers, rights and privileges of a duly constituted
committee of the society.

{(5) Persons appointed under this section’to manage the affairs of a
registered society shall be jointly and severally responsible for any loss
sustained through any such acts committed by them as are contrary to the
law or the by-laws of the society.

(6) The Registrar may fix the remuneration payable to any person or
persons appointed by him under this section to manage the affairs of a
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registered society. The amount of such remuneration and other expenses,
if any, incurred in the management of the society shall be payable from its
funds.

(7) It shall be the duty of the person or persons appeinted under this
section to manage the 2ffairs of a registered society and holding office
immediately prior to the date on which the direction under paragraph (b) of
subsection (1) ceases to have effect, to arrange, prior to the date aforesaid,
for the appointment of a new committee in accordance with the laws of the
society.

(8) No order under subsection (1) shall be made by the Registrar in
respect of any registered society-

~ (a) ifthe society is indebted to any bank, except after prior consultation
with the bank in regard to the dissolution of the committee and to the
persons by whom and the manner in which the affairs of the society
are to be managed and administered; and

(b} it the society is a co-operative bank, except with the prior approval
of the People’s Bank.

(9) Nothing in this section shall be deemed to affect the power of the
Registrar to cancel the registration of the society under section 49.

(10) Added by Section 9(iii) of Act 32 of 1983.

CHAPTER X
Dissolution of a Registered Society

49.(1) If the Registrar, after an inquiry under section 46, or an
inspection made on the application of a creditor under section 47, or on
receipt of an application made by three-fourths of the members of a
registered society, and after giving an opportunity to the society and to the
creditors of such society to state their objections, is of opinion that the
society ought to be dissolved, he may by order under his hand cancel the
registration of the society.

(2) Any member or any creditor of a registered society may, within two
months from the date of an order under subsection (1), appeal from such
order to the Minister.

(3) Where no appeal is presented within two months from the making
of anorder cancelling the registration of a society, the order shall take effect
on the expiry of that period. Where an appeal is presented within two
months, the order shall not take effect until it is confirmed.
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(4) Where the Regitrar cancels the registration of a society under
subsection (1), he may appoint one or more persons to be in charge of the
books, documents and other property of the society and to manage the
affairs of the society until the order cancelling the registration of the society
takes effect, or until such order is reversed in appeal by the Minister.

On the appointment of such person or persons the committee of the
society or any other person in charge of the books, documents, and other
property of the society shall hand over such books, documents or property
to the first mentioned person or persons and such committee shall until the
order cancelling the registration takes effect or until such order is reversed
in appeal by the Minister, cease to function.

50. The Registrar may by order in writing cancel the registration of any
registered society—

(a) where it is a condition of the registration of the society that the
- society shall consist of at least ten members if the number of
members of such society has been reduced to less than ten; or

(b) if a registered society has not commenced working during one year
from the date of registration of such society or has ceased to work
for a period of two years prior 1o the date of making the order of
cancellation under this section.

51. Where the registration of a society is cancelled by an order under
section 49 orunder section 50, the society shall cease to exist as a corporate
body from the date on which the order takes effect, hereinafter referred to
as the date of dissolution: ‘

Provided that any privileges conferred on the society by or under this
I aw shall be deemed to be vested in any liquidator or liquidators appointed
for that society by the Registrar.

52. Where the registration of a society is cancelled by under section 49
of section 50 the Registrar may appoint one or more persons to be the
liquidator or liquidators of the society.

Allthe property of the society shall vest in the liquidator or liquidators on
the date on which the order of cancellation under section 49 or section 50,
as the case may be, takes effect.

53.(1) A liquidator appointed under section 52 shall, subject to the
guidance and control of the Registrar and to any limitations imposed by the
Registrar by order under section 54, have power to-

(a) determine from time to time the contributions to be made by
members and past members or by the estates of deceased members
of the society to its assets;
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(b} appoint a day by proclamation or notice before which creditors

 whose claims are not already recorded in the books of the society

shall state their claims for admission or be excluded from any
distribution made before they have proved them;

{e) decide in accordance with the provisions of this Law any question
of priority which arises between creditors;

(d) refer for arbitration under section 58 any dispute of any description
mentioned in that section (references therein to the society being
construed as references to the liquidator), and institute and defend
suits and other legal proceedings on behalf of the society by his
name or office;

(e) decide by what persons and in what proportions the costs of
liquidation are to be borne;

(f) give such direction in regard to the collection and distribution of
assets as may be necessary inthe course of winding up the society;

(9) compromise any claim by or against the society provided the
sanction of the Registrar has first been obtained;

(h} call such general meetings of members as may be necessary forthe
proper conduct of the liquidation;

take possession of the books, documents and assets of the society;

(i)
(i) sell the property of the society;

(k) carry on the business of the society so faras may be necessary for
winding it up beneficially:

Provided that nothing herein contained shall entitle the liquidator of
a credit society to issue any loan; and

() arrange for the distribution of the assets of the society in a convenient
manner when a scheme of distribution has been approved by the
Registrar.

(2) Where there is any debt payable by any member or past member to
a society whose registration is cancelled under section 49 or section 50 and
such person is a member of any other society registered under this Law after
the date of such cancellation, then the liquidator of such first-mentioned
society appointed under section 52, shall, subject to the guidance and
control of the Registrar andto any other limitations imposed by the Registrar
by order under section 54, have power to require that such other society
shall recovef, from any sum of money due from such society to such person,
a sum not exceeding such debt in like manner as if it were a debt due from
such member to such other society and transmit the same to the liquidator.
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i3) Subject to such rules as may be made in that behalf, any liquidator
appointed under this Law shall, in so far as such powers are necessary for
carrying out the purposes of this section, have power to summon and
enforce the attendance of parties and witnesses and to compel the
production of documents by the same means and (so far as may be) inthe
same manner as is provided in the case of a District Court under the Civil
Procedure Code.

54. A liquidator shall exercise his powers subject to the control and
direction of the Registrar, who may-

{a) rescind or vary any order made by a liquidator and make whatever
new order is required;

b) remove a liquidator from office;

c) call for all books, documents, and assets of the society;

d) by order in writing limit the powers of a liquidator under section 53;
)

e) require accounts to be rendered to him by the liquidator at his
discretion;

(f) procure the auditing of the liquidator's accounts and authorize the
distribution of the assets of the society;

(
(
(
(

(g) make order for the remuneration of the liquidator; or

(h) refer for arbitration any dispute (not being a dispute so referable
under section 53 (1) (d) between the liquidator and any third party,
if such party consents in writing to be bound by the decision of the
arbitrator.

55.(1) Thedecisionofanarbitrator on any matterreferredto himunder
section 54 shall be binding upon the parties, and shall be enforceable in like
manner as an order made by the Registrar under that section.

(2) Anorder made by a liquidator or by the Registrar under section 53
or section 54 shall not be called in question in any civil court, and shall be
enforced by any civil court having jurisdiction over the place where the
registered office of the society is situated in like manner as a decree of that
court: .

Provided that any bank which is a creditor of a society whose registration
has been cancelled shall be entitled to appeal to the Minister from an order
. made by aliquidator or by the Registrar under section 53 or section 54 within
two months from the date of such order of the liquidator or the Registrar.

(3) Where no appeal is presented to the Minister within two months of
the making of an order by a liquidator or by the Registrar under section 53
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or section 54 such order ofithe liquidator or the Registrar shall take efiect on
the expiry ofthat period. Where an appealis presented to ine Minister within
the two months, the order of the liquidator or the Registrar shall not take
effect until it is confirmed by the Minister.

56. Save in so far as herein before expressly provided, no civil court
shall have any jurisdiction in respect of any matter concerned with the
dissolution of a registered society under this Law.

57.(1) In the liquidation of a society whose registration has been
cancelled, the funds including the reserve fund, shall subject to the
provisions of section 40 (2) be applied first to the costs of liquidation, then
tothe repayment of Government loans and Government guaranteed loans,
then to the discharge of the other liabilities of the society, then to the
payment of the share capital and then, provided the by-laws of the society
permit, to the payment of a dividend at a rate not exceeding six per centum
per annum for any period for which no disposal of profits was made, and to
the payment of a rebate to members for any period for which no disposal of
profits has been made where such period is immediately preceding the date
of dissolution.

{2) When liquidation of a society has been closed and any creditor ot
that society has not claimed or received what is due tc himunderthe scheme
of distribution, notice ot the closing of the liquidation shall be published in the
Gazette; and, in respect of any claim against the funds of such society, no
action shall be maintainable unless it is commenced within three months
from the date of the publication of such notice in the Gazette.

(3) Any surplus remaining after the application of the funds to the
purposes specified in subsection (1) and the payment of any claims for
which an act;on is instituted under subsection (2), may be applied to such
object of local or public utility as may be selected, subject to the-approval of
the Registrar, by the persons who were officers of thesacnew atthe date of
the dissolution thereof. :

If such persons fail within three months after the date on which the
liquidation of the society is closed to select as aforesaid an object approved
by the Registrar, the Registrar shall deposit the surplus in a bank or'with a
registered society. '

The surplus so deposited may be paid into such Surplus Fund as may
be constituted for the purposes of this Law. Disbursement out of such
Surplus Fund may be made at the discretion of the Registrar for such
purposes and in such manner as may be provided in the rules:

Provided, however, that any interest accruing on the surplus may be
paid into the Co-operative Fund.



CHAPTER XI
Disputes

58.(1) If any dispute touching the business of a registered society
arises—

(a) among members, past members and persons claiming through
members, past members and deceased members, or among officers
or employees of the society, whether past or present, or among
heirs or legal representatives of deceased officers of employees; or

(b) between a member, past member or person claiming through a
member, past member or deceased member, and the society, its
committee or any officer or employee of the society, whether past
or present, or any heir or legal representative of any deceased
officer or employee; or

(c) between the society or its committee and any officer or employee of
the society, whether past or present, or any heir or legal representative -
of any deceased officer or employee; or

(d) between the society or its committee and-

(i} anypersonwhowas a rnember or an officer oremployee of any
other society whose business or part thereof was transterred to
the society;

(i) any person who claims through any member or past member
or deceased member of the society referred to in sub-paragraph-
(i);

(iii) any person who is the heir or legal representative of any officer
or employee of the society referred to in sub-paragraph (i); or

(e) betweenthe society and any other registered society, such dlsputes
shall be referred to the Registrar for decision.

A claim by a registered society for any debt, demand or damages due
to it from a member, officer or employee, whether past or present or any
nominee heir or legal representative of a deceased member, officer or
employee, whether such debt, demand or damages be admitted or not, shall
be deemed to be a dispute touching the business of the society within the
meaning of this subsection.

(2) The Registrar may, on receipt of reference under subsection (1)-
(a) decide the dispute himself, or

(b) refer it for disposal to an arbitrator or arbitrators.



227

{3) Any party aggrieved by the award of the arbitrator or arbitrators may
appealtherefrom to the Registrar within such period and in such manner as
may be prescribed by rules.

{4) No party to any appeal made to the Registrar under subsection (3)
shalibe entitled, either by himself or by any representative, to appear before
and be heard by the Registrar on such appeal.

(5) A decision of the Registrar under subsection (2) or in appeal under
subsection (3) shall be final and shall not be called in question in any civil
court.

(6) The award of the arbitrator or arbitrators under subsection (2) shall,
if no appeal is preferred to the Registrar under subsection (3) or if any such
appeal is abandoned or withdrawn, be final and shall not be called in
question in any civii court.

(7) The provisions of the Prescription Ordinance shall not apply to any
claim which is the subject of a dispute under this section.

(8) If any question arises whether a dispute referred 1o the Registrar
under this section is a dispute touching the business of a registered society
the decision thereon of the Registrar shall be final and shall not be called in
question in any civil court.

(9) In this section “member” includes associate member.

539, (1) Where a decision of the Registrar on a dispute or an appeal
referred or made to him under section 58, hereatfter in this section called a
“decision” or an award of an arbitrator on a dispute referredto him underthat
section, from which award no appeal has been duly made to the Registrar
under that section, hereafter in this section called an “award”, is that a sum
of money is due from one party to the dispute to another party to the dispute, |
and such sumtogether with costs and interest, if any, has not been paid, the
Registrar may in respect of the party from whom such sumis due, hereafter
in this section called the “defaulter”,-

(a) issue a certificate to a Government Agent, Assistant Government
Agent, Fiscal or Deputy Fiscal, containing particulars of such sum,
together with costs and interest, and the name of such defaulter; or

(b) issue a certificate to a District Court having jurisdiction in any district
where the defaulter resides or in which any property movable or
immovable owned by the defaulter is situate, containing particulars
of the sum due together with costs and interest, if any, and the name
of the defaulter; or

(c) issue a certificate contaunmg particulars of the amount due and the
name and last-known place of business or residence ofthe defaulter:



to a Magistrate having jurisdiction in the division in which such place
is situate.

(2) (a) Wherethe Registrarissues a certificate under paragraph (a) of
subsection (1) to a Government Agent, Assistant Government Agent, Fiscal
or Deputy Fiscal, such officer is hereby empowered and required to cause
such sumtogether with costs and interest to be recovered from the defaulter
by seizure and sale of his movable property. ,

(b) The said seizure shali be effected in such manner as such officer
shall deem most expedient inthat behalf, and every property so seized shall
be kept for five days at the cost and charge of the defaulter. If the defaulter
does not pay such sum as is due together with costs and interest, and the
cost and charge of seizing and keeping the property, withinthe said five days
the Government Agent, Assistant Government Agent, Fiscal or Deputy
Fiscal, as the case may be, shall cause the said property to be sold by public
auction.

- .(c) The sum realised by the sale shall be applied-

(i) first, in payment of the cost and charge of seizing, keeping and
selling the property, and

(i) secondly, in satisfaction of the sum of money due together with
costs and interest, and any balance shall be restored to the owner
of the property seized.

(3) Where a certificate is issued to a District Court under paragraph (b)
of subsection (1), the Court shallthereupondirect awrit of executiontoissue
to the Fiscal authorizing and requiring him to seize and sell all or any of the
property movable and immovable of the defaulter, or such part thereof as
he may deem necessary for the recovery of such sum, and the provisions
of sections 226 and 297 of the Civil Procedure Code shall, mutatis mutandis,
apply to such seizure and sale.

--(4) Where a certificate is issued to a Magistrate under paragraph (c) of
subsection (1), the-Magistrate shall thereupon summon such defaulter
before him to show cause why further proceedings for the recovery of the
amount should not be taken against him, and in default of sufficient cause
being shown, the amount shall be deemed to be a fine imposed by a
sentence of the Magistrate on such defaulter for an offence punishable with
fing only or not punishable with imprisonment, and the provisions of section
312 (except paragraphs (a) and (c) of subsection (1) of that section) of the
Criminal Procedure Code shall thereupon apply, and the Magistrate may
make any direction which, by the provisions of that section, he could have
made at the time of imposing such sentence.
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(5) Where the Registrar issues a certificate under this section, he shall
issue to the defaulter a notification thereof by personal service, registered
post or telegraph; but non-receipt of such notification by the defaulter shall
not invalidate proceedings under this section.

(6) Nothing in this section shall authorize or require a District Court or
Magistrate in any proceedings thereunder to consider, examine or decide
the correctness of any statement in the certificate of the Regjistrar.

(7) Any sum realized by a sale under subsection (3) and any sum paid
or levied as fine under subsection (4) shall be transmitted by the District -
Court or the Magistrate, as the case may be, to the Registrar who shall
dispose of such sum in accordance with the relevant decision or award.

60. (1) Where the application for membership of a registered society
made by any person is refused by the society, such person may appeal to
the Registrar against the refusal and the decision of the Registrar on such
appeal shall be final and binding on the society.

(2) Where any question arises as to whether a member of a registered
society has been duly elected to any office in the society or whether a
member has ceased to be a member or officer of the society, or whether any
general meeting of the society had been validity held, that question shall be
decided by the Registrar whose decision shall be final.

CHAPTER Xli
Rules

61.(1) The Minister may make all such rules as may be necessary for
the purpose of carrying out or giving effect to the principles and provisions
of this Law.

(2) In particular, and without prejudice to the generality of the powers
conferred by subsection (1), such rules may-

(a) prescribe the conditions to be complied with int applying for the
registration of a society and the procedure in the matter of such
applications;

(b) prescribe the conditions to be complied with by persons applying for
admission or admitted as members, and provide for the election and
admission of members from time to time and the payment to be
made and interest to be acquired before exercising rights membership;

(c) provide for the withdrawal and expulsioh of members and for the
payments to be made to members who withdraw or are expelled,
and for the liabilities of past members; :
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(d) prescribe the extent to which the registered society may limit the
number of its members;

(e) provide for the mode in which the value of a deceased member's
interest shall be ascertained,and for the nomination of a person to
whom such interest may be paid or transferred;

(f) subject to the provisions of section 3, prescribe the maximum
number of shares or portion of the capital of a reglstered society
which may be held by a member;

(g) prescribe the payments to be made, the conditions to be complied
with, and the forms of the bonds, instruments or other documents
to be executed, by members applying for loans or cash credits, the
period for which loans may be made or credits granted, and the
maximum amount which may be lent and the maximum credit which
may be allowed to individual members;

prescribe the conditions under which profits may be distributed to
the members of a society with unlimited liability, and the maximum
rate of dividend which may be paid by societies;

—
=
=

(i) regulate the manner in which funds may be raised by means of
sharesordebentures orotherwise and the rate otinterest which may
be paid on deposits;

(i) provide forgeneral meetings of the members, and for the procedure
at such meetings and the powers to be exercised by such meetings;

(ji) added by sub secticn 13 of Act 32 of 1983;
(

k) provided for the appointment, suspecting, and removal of the
members of the committee and other officers, and for the procedure
at meetings of the committee, and for the powers to be exercised
and the duties to be performed by the committee and other officers;

(I) orescribethe mattersinrespect of which asociety mayor shallmake
by-laws, and for the procedure to be followed in making, altering,
and rescinding by-laws, and the conditions to be satisfied prior to
such making, alteration, or rescission.

(m)prescribe the accounts and books to be kept by a registered soéiety,
and for the periodically publication of a balance sheet showing the
assets and liabilities of a registered society;

(n) provide for the audit of the accounts of registered societies and for
the charges, if any, to be made for such audit and provide forthe levy
of contributions from all of any registered societies to a fund to be
known as the Co-operative Fund, to be used for the audit and
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supervision of and assistance to existing societies and co-operative
propaganda, for co-operative education and training, and provide
for the administration of that Fund;

(o) prescribe the returns to be submitted by registered societies to the
Registrar, and the persons by whom and the form in which the same
are to be made;

(p) provide for the persons by whom, and the form in which, copies of
entries in books of registered societies may be certified;

{(q) provide forthe formation and maintenance of a register of members,
and, where the liability of the members is limited by shares, of a
register of shares;

(r) provide for the formation and the maintenance of reserve funds, and
the objects to which such funds may be applied, and for the
investment of any funds under the control of any registered society;

(s) prescribethe manner in which any question, asto the breach of any
by-law or contract relating to the disposal of produce to or through
a society, may be determined, and the manner in which the
liquidated damages for any such breach may be ascertained or
assessed,;

(t) prescribethe mode of appointing an arbitrator or arbitrators, and the
procedure to be followed in proceedings before the Registrar or
such arbitrator or arbitrators, and the enforcement of the decisions
of the Registrar or the awards of arbitrators;

(u) prescribe the conditions to be observed by a registered society
applying for the financial assistance of Government;

(v) determinethe cases, not expressly provided forinthis Law, in which
an appeal shall lie to the Minister against orders made by the
Registrar;

(w) prescribe the procedureto be followed by liquidator appointed under
section 52, and the cases in which appeals shall lie from the orders
of such liquidator;

(x) provide for the establishment and maintenance of the Surplus Fund
referred to in section 57 and prescribe the manner and purposes for
which the moneys of such Fund may be disbursed;

(v) prescribe the forms to be used, the fees to be paid, the procedure
to be observed, and all other matters connected with orincidentalto
the presentation, hearing and disposal of appeals under this Law or
the rules made thereunder.
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(3) Norule shallhave effectunless it has been approved by the National
State Assembly. Notification of such approval shall be published in the
Gazette. «

-(4) Every rule shall, upon the publication in the Gazette of the Notification
referred to in subsection (3), be as valid and effectual as though it were
herein enacted. . '

CHAPTER XllI
Debts due to Government

62. (1) All sums due from a registered society, or from an officer or
member or past member of a registered society as such, to the Government,
including sums due on Government loans and Government guaranteed
loans, and any costs awarded to the Government under section 46 may be
recovered in manner provided for the recovery of debts due to the Republic
by the Crown Debtors Ordinance, and shall, subject to the provisions of
section 40(2), be entitled to a preference of payment over sums due to any
other person or persons.

(2) Sumsdue fromaregistered society to Government and recoverable
under subsection (1) may be recovered, first fromthe property ofthe society;
secondly in the case of a registered society of which the liability of the
members is limited, from the members, subject to the limit of their liability’
and thirdly, in the case of other societies from the members.

CHAPTER XIV
Miscellaneous

63. Notwithstanding anything contained in this Law the Minister may by
special order in each case, and subject to such conditions as he may
impose, exempt any society from any of the requirements of this Law as to
registration.

64. The Minister may by general or special order exempt any registered
society or class of societies from any of the provisions of this Law, or may
direct that such provisions shall apply to any society or class of societies with
effect from such date or with such modifications as may be specified in the

order.

65.(1) No person other than a registered society shall, without the
sanction of the Minister, trade or carry on business under any name or title
of which the word “co-operative”, orin Sinhala the words “Eksath Sahakara”
or “Samupakara” or in Tamil the words “Aikkiya” or “Kutturavu” form part:
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Provided that nothing in this section shall apply to the use by any person
or his successor in interest of any name or title under which he traded or
carried on business prior to the twenty-second day of September, 1921,

{2) Whoever contravenesthe provisions of this section shalibe liable on
conviction after summary trial by a Magistrate’'s Court to a fine which may
extend to five hundred rupees, and in the case of a continuing offence, with
a turther fine of fifty rupees for each day on which the offence is continued
after conviction therefor.

66. (1) Where in the course of an audit under section 44 or an inquiry
under section 46, or inspection of books and investigation of affairs of a
society under section 47, or in the course of the liquidation of a registered
society, it appears that any sum of money or other property is due to the
society from any person or group of persons who or which has taken part
inthe organization or management of the society or from any past or present
officer or employee of the society, the Registrar may, of his own motion or
upon the application of the committee or the liquidator or any creditor or
contributor of the society, as the case may be, examine the conduct of such
person or group of persons or officer or employee and make an order
requiring him or such group-

(@) to repay with such interest as the Registrar thinks fit such money or
pan thereof,

{b) to restore such other property or part thereof, or

{c) tocontribute such sum as the Registrar thinks fit to the assets of the
society by way of compensation,

Before making any such order against any person or-group of persons
the Registrar shall give that person or group of persons an opportunity of
being heard and of showing cause why such order should not be made.

(2) Where an order under subsection (1) for the repayment of any sum
to aregistered society, or for the contribution of any sumto its assets by way
of compensation, has not been complied with, such sum may be recovered
by the society on application to the Magistrate having jurisdiction in the
division in which the registered place of business of the society is situated
or in which the person or group of persons or officer or employee against
whom the order was made resides or carries on business as though it were
a fine imposed by a sentence of the Magistrate, on such person or group of
persons or officer or employee for an offence punishable with fine only or not
punishable with imprisonment, and the provisions of section 312 (except
paragraphs (a) and (c) of subsection (1) of that section) of the Criminal
Procedure Code shall thereupon apply, and the Magistrate may make any
direction which, by the provisions of that section he could have made at the
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time of imposing such sentence. Nothing in this section shall authorize or
require the Magistrate in any proceedings thereunder to consider, examine
or decide the correctness of any order made by the Registrar.

(3) Neither the preceding provisions of this section nor the making of
any order thereunder may be deemed or construed to preclude or otherwise
affect the institution or maintenance of a prosecution against any person or
group of persons, or officer or employee referred to in subsection (1) in
respect of any offence under any other written law.

67. It shall be lawful for the Registrar, after the accounts of a rejistered
society have been audited as provided in secticn 44 or after an inquiry under
section 46 or inspection of books and investigation of affairs of a registered
society has been held under seclion 47, to require any person, being a
person who is or has at any time been entrusted with, or being a person
having or at any time having had the dominion of, any money, in his capacity
as an officer or a member or a servant of the society, to pay over or produce
such amount of money or balance thereof which is shown in the books of
accounts or statements kept or signed by such person as held by or due from
him as such officer, member or servant; and if such person, upon being so
required, fails to pay over or produce such amount of money or balance
thereof forthwith or to duly account therefor, he shall be guilty of the offence
of criminal breach of trust, and shall on conviction be subject to imprisonment
of either description for aterm which may exiendto ten years and shall also
be liable to a fine.

68. Notwithstanding anything in any other written law, the Registrar
may, where he considers it necessary to do so, require any bank—

(a) to fumish any information regarding the transactions of any registered
scciety with the bank;

(b) to produce a copy showing the account of the society with the bank
from the ledger kept by the bank; or

(c) toproduce any cheques paid to the gredit of the society or endorsed
by the society. : .

69. The provisions of the Companies Ordinance, and of the Trade
Ordinance, and of any enactments amending those Ordinances, shall not
apply to societies registered under this Law.

70. (1) Every society registered or deemedto be registered under any
enactment repealed by this Law, shall be deemedto be registered underthis
Law, and the by-laws of such society shall, so far as they are not inconsistent
with the express provisions of this Law, continue in force until altered or
rescinded.
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(2) All rules made under any enactment repealed by this Law and in
force at the time of the commencement of this Law shall, in so far as they
are notinconsistent with the provisions of this Law, be deemedto have been
made under this {_aw and shall continue in force until new rules are made this
section 61 in substitution for those rules.

(3) Allappointments and orders made, notifications and notices issued,
and suits and other proceedings instituted or deemed to have been made,
issued or instituted and all disputes that have arisen under any enactment
repealed by this Law, shall, so far as may be deemed to have been
respectively made, issued and instituted and to have arisen under this Law.

71. Where any registered society carrying on banking business of any
kind has insured its deposits under Part I of Chapter V of the Monetary Law
Act, the assets relating to the deposits insured under that Par, shall
notwithstanding anything in any other provisions of this Law, not be utilized
for any purpose other than to meet the liabilities relating to such deposits.

72.(1) Every registered society or an officer or employee or member
thereof which or who wilfully neglects or refuses te do any act or to furnish
any information required for the purposes of this Law by the Registrar or
other person duly authorized by him in that behalf, and every person who
wiltully or without any reasonable excuse disobeys any summons, requisition
or lawful written order issued under the provisions of this Law, or fails to
turnish any information fawfully required from him by a person authorized to
da so underthe provisions of this Law, and every registered society or officer
or employee or member thereof which or who wilfully makes a false return
or furishes false information, shall be guilty of an offence under this Law.

(2) Every personwho commits any offence referred toin subsection (1)
shalf, on conviction after summary trialbefore a Magistrate, be liable toa fine
not exceeding five hundred rupees.

(3) Where any offence under this Law is committed by a registered
society, every officer of the society bound by the by-laws or the rules to
perform any duty whereof the offence is a breach, or if there is no such
officer, then every member of the committee, unless that member is proved
to have been ignorant of or to have attempted to prevent the commission of
the offence, shall be liable to the same penalty as if he had committed the
offence.

73. The following enactments are hereby repealed:
(Y The Co-operative Societies Ordinance (Chapter 124).
(i) The Co-operative Societies (Special Provisions) Act (Chapter 125).

(ii) The Commissioner of Co-operative Development (Definition of
Powers) Ordinance (Chapter 127).
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(iv) The Co-operative Societies (Special Provisions) Act, No. 24 ot
1958. :

(v) The Co-operative Societies (Amendment) Act, No. 27 of 1964,

74.(1) Section 5 of the Co-operative Societies (Special Provisions)
Act, No. 35 of 1970, is hereby amended in subsection (1) of thdt section, by
the substitution, for paragraph (c) of that subsection, of the following new
paragraph:

“(c) decide, subject to the provisions of section 40 (2) of the Co-
operative Societies Law, 1972, any question of priority which arises
between creditors;”

(2) The following new section is hereby inserted immediately after
section 22, and shall have effect as section 22A, of the Co-operative
Societies (Special Provisions) Act, No.35 of 1970: ‘

22A.  The Registrar may direct any society which in his opinion is
registered consequent on the dissolution of another society, to employ any
such employee of the dissolved society as may be nominated by himin such
capacity and on such terms and conditions as may be determined by him.
Any society which fails to comply with any such direction shall be guilty of
an offence under this Act.

75. In this Law, unless the context otherwise requires—

(a) any person or body of persons, corporate or unincorporate, which
carries on in Sri Lanka the business of accepting from the public, or
of creating, demand deposits;

(b) any agency or institution acting on behalf of the Government
(whether established by any written law or otherwise) which makes
loans, advances or investments or accepts deposits of money from
the public;

(c) the Development Finance Corporation of Ceylon established under
the Development Finance Corporation of Ceylon Act; and

(d) any other person or body of persons declared by the Minister in
charge of the subject of Finance, in consultation with the Minister in
charge of the subject of Co-operative Development, by Order
published in the Gazette, to be a bank for the purpose of this Law;

“by-laws” means the registered by-laws for the time being in force and
includes a registered amended of the by-laws;

“committee” means the governing body of a registered society to whom
the management of its affairs is entrusted and includes the board of
directors of a registered society, and persons appointed by the
Registrar under section 48;
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“member”includes a person joining inthe application forthe registration
of a society, and a person admitted to membership after registration
in accordance with the rules and by-laws;

“officer” includes every person who is the chairman, secretary, treasurer
or manager of a society or any branch thereof or a member of the
committee of a society, and any other person who is empowered by
the rules or by-laws ot a society to give directions in regard to the
business of the society;

“primary society” means a registered society not being a society
established with any object, or for any purpose referred to in
paragraph (b}, (¢) or (d) or section 3 (1);

“registered society” means a society registered or deemed to be
registered under this Law;

“Registrar” means the person appointed to perform the duties of the
Registrar of Co-operative Societies under this Law;

“rules” means rules made or deemed to have been made under this
Law.



Co-operatiVe Societies
(Amendment) Act
No. 32 of 1983

[Certified on 24th August, 1983]

An Act to amend the Co-operative Sacieties Law,
No. 50f 1972

Be it enacted by the Parliament of the Democratic Socialist Republic of
SrilLanka as follows:—

1. This Act may be cited as the Co-operative Societies (Amendment)
Act, No. 32 of 1983.

2. Section 39 of the Co-operative Societies Law, No. 5 of 1972

(hereinafter referred to as the “principal enactment”) is hereby amended by
the repeal of subsection (1) thereof, and the substitution therefor, of the

following subsection:—

“(1)  Aregisteredsociety shall not make any loanto any personother
than a member;

Provided that with the approval of the Registrar and on such conditions
as may be prescribed by him, a registered society may make loans to

another registered society and supply goods on credit to any registered
trader who has been appointed as an agent of the society for the distribution

of such goods.”

3. The following new heading is substituted for the heading “Audit,
Inquiry, inspection or investigation” occurring in Chapter Vill of the principal
enactment:-

“Accounts, Budget, Audit, inquiry, Inspection or Investigation.”

4. The following new sections are hereby inserted immediately after
the new heading to Chapter VIII of the principal enactment, and shall have L
effect as sections 43A and 43B of the enactment:-

43A. (1) Every registered society shall cause proper accounts
of the income and expenditure, assets and liabilities and of all other
transactions of the society to be kept.

(2) Every registered society shall prepare an annual statement of
accounts and statistics relating to the activities of the society, as may be
required by the Registrar or any person authorized by him. Such statement
of accounts shall be submitted to the Registrar or other person authorized
by him within three months of the close of the financial year to which it
relates.
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{3) Where a registered society fails to comply with any of the
provisions of this section every member of the Committee of such society
shall be guilty ot an oftence, and shall on conviction after summary trial
before a Magistrate be liable to a fine not exceeding two thousand rupees:

Provided, however, that no such member shall be guilty of an
offence if he proves that the offence was committed without his knowledge
and that he exercised all due diligence to prevent the commission of that
offence.

438. (1) Everyregistered society shall prepare a budget in respect
of every financial year, setting out projections of revenue, expenditure both
recurrent and capital, financial and cash resources, investments of funds,
budgeted profit and loss accounts, income and expenditure accounts and
balance sheets pertaining to that year.

{2) Such budget shall be presented to the general body of the
society forits approval not later than two months priortothe commencement
of the financial year to which it relates.

(3) A copy of such budget shall be transmitted to the registrar one
month prior to the commencement of the financial year to which it relates.

(4) Theformand mannerinwhichthe budget shallbe preparedand
the minimum information that it shouid contain, shall be as determined by
the Registrar.

(5) The Minister may where he considers it expedient to do so
having regard to the membership of a registered society and its income and
expenditure by special or general order exempt any society from the
requirements of this section.”.

5. Section 44 of the principal enactment is hereby amended as
follows:—

(i) bytherepeal of subsection (4) thereof, andthe substitution therefor,
of the following subsection:—

“(4) The Registrar or any person authorized by general or
special order in writing in that behalf by the Registrar, shall at all
times have access to and be entitled to examine all books, documents,
accounts and papers, securities and cash in hand of a registered
society and every person in charge of or maintaining/ or having
possession of the aforesaid shall produce them to the Registrar or
such authorized person or furnish such information in regard to the
transactions and working of the society as the Registrar or the
authorized person making such inspection or audit may require.”;
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(ii) in subsection (6):— B
(a) in paragraph (a) thereof, by the substitution for the words “or the
rufes made under this Law”, of the words, “or the rules made under
this Law or any other law, rules or regulations relating to Co-
. operative Societies or financial procedure approved by the Registrar
or any general directions issued by the Registrar or the Co-operative
Employees’ Commission,”;

(b) by the repeal of paragraph (c) thereof, and the substitution therefor,
ot the following paragraph :-

“(c) The provisions of section 66 (2) shall apply, mutatis mutandis, in a
case where the decision made by the Registrar, is not complied
with”; and

(c) by the repeal of paragraph (d) thereof.

6. Section 46 of the principal enactment is hereby amended in subsection
{2) by the repeal of paragraph (a) thereof, and the substitution therefor, of
the following paragraph -

*(d) to take into custody books of accounts or documents of the society
where he has reason to believe that there is a fraud or irregularity in
the course of such inquiry.”.

7. Section 47 of the principal enactment is hereby amended by the
addition immediately after subsection (7} thereof, of the foliowing new
subsection:—

“(8) For the purpose of an inspection or investigation under the
provisions of this section, the Registrar or any person authorized by him to
hold an inspection or investigation, shall have the power -

(a) to summon any past or present officer, agent, servant or member of
a society or any other person who in the opinion of the Registrar or
the person authorized by him, to inquire, can give material information
about any transaction of the society or management of its affairs;

(b) to require the production of any book or document relating to the
affairs of the society by any past or present officer, agent, servant
or member of the society or other person in possession of or having
the custody of such book, document, cash, security or other

property;
(¢) to summon a general meeting of the members ofthe society at such

time and place as may be specified by him. to determine such
matters as may be directed by him; and
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(d) :t_b take into his custody books of accounts or the documents of the

8.

society where he has reason to believe that there is a fraud, or
irregularity in the course of such inspection or investigation.”

The following new heading is substituted for the heading, “Dissolution

of the committee of a registered society” occurring in Chapter IX of the
principal enactment:-

“Suspension or interdiction and removal of officers of a registered
society and dissolution of the committee of a registered society.”.

9.

Section 48 of the principal enactment is hereby amended as

follows:—

(i)

by the repeal of subsection (1) thereof, and the substitution therefor,
of the following subsection:—

“(1) If the Registrar is of the opinion after an inquiry under
section 46, or an inspection or investigation under section 47, that
the committee of any registered society is not performing its duties

- in a proper manner, he may, after giving the committee an opportunity

to state its objections, if any, to its dissolution, and after considering
such objections at a general meeting of the society summoned by
him, by order in writing-

(a) dissolve the committee; and

(b) direct that the affairs of the society shall be managed and
administered by a suitable person or persons appointed as
hereinafter provided.”;

by the repeal of paragraph (b) of subsection (4) thereof, and the
substitution therefor, of the following paragraph:-

“(b) shall have and may exercise all the powers, rights and
privileges of the duly constituted committee of the society and
where it becomes necessary to do so in the interest o7 the
efficient management of the affairs of such society, such of the
powers of the general body as are necessary in such interest,
to the exclusion of such general body.”; and

(iii) by the insertion lmmedaately after subsection (9) thereof, of the

following new subsection:—

“(10) Before the completion of an inquiry under section 46 or an
inspection or investigation under section 47, if the Registrar is of
opinion that a prima facie case has been established against the
committee, the Registrar shall have the power to suspend such
committee for a period of six months and appoint an interim board
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to manage and administer the affairs of a society. The Registrar
shall complete such inquiry or investigation within six months from
the date of suspension of such committee and take a final decision
regarding the dissolution of such committee under-subsection (1)".

10. The following new Section is hereby inserted immediately after
section 48 of the principal enactment, and shall have effect as Section 48A
of that enactment:-

48A. (1) lf the Registrar is of the opinion after an inquiry under
section 46, or aninspection or investigationunder section 47, that any officer
or employee of any registered society is not performing his duties in a proper
manner, or is unfit or otherwise unable to discharge his duties efficiently, he
may notwithstanding anything to the contrary in this law, the Co-operative
Employees Commission Act, No. 12 of 1872 or any other law after giving
such officer or employee, an opportunity to state their objection by order in
writing suspend or interdict as the case may be such officer or employee
pending such inquiry as-may be necessary ang after such inquiry remove
such-officer or employee from office:

Provided that any employee aggrieved by an order of removal made
under this subsection, may appeal therefrom to the Co-operative Employees
Commission established under Act, No. 12 of' 1972 within a period of thirty
days, and the decision of such Commission shall be final.

(2) Where any officer oremployee is removed under subsection (1)
and where such order for removal has been affirmed by the Co-operative
Employees’ Commission or no appeal against such Order has been
preferred within thirty days, another officer or employee may be elected or
appointed as the case may be in accordance with the provisions applicable
in respect to such election or appointment.”.

11. Section 49 of the principal enactment is hereby amended by the
repeal of subsection (1) thereof, and the substitution therefor, of the
following subsection:— ; .

“(1) Ifthe Registrar after an inquiry under section 46 or an inspection or
investigation under section .47, or on receipt of an application for its
dissolution made by three-fourths of the members of a registered society,
and after giving an opportunity to the society and to the creditors of such
society to state their objections, is of opinion that the society ought to be
dissolved, he may by order under his hand cancel the registration of the
society.”.

12. Section 59 of the principal enactment is hereby amended as
follows:— '

(i) in subsection (3) thereof, by the substitution for the words and
figures from, “and the provisions of sections 226 and 297" to the end
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of that subsection, of the words and figures “and the provisions of
sections 226 to 297 of the Civil Procedure Code shall, mutatis
mutandis, apply to and in relation to such seizure and sale.”, and

(i) in subsection (4) thereof, by the substitution for the words and
figures “and the provisions of section 312 (except paragraphs (a)
and (¢) of subsection (1) of that section) of the Criminal Procedure
Code”, occurring in that subsection of the words and figures, “and
the provisions of section 291 (except paragraphs (a) and (d) of
subsection (1) of that section) of the Code of Criminal Procedure
Act, No. 15 of 1979".

13. Section 61 of the principal enactment is hereby amended in subsection
(2) thereof, by the insertion immediately after paragraph (j), of the foilowing
paragraph :-

“(jj) to prescribe the disqualifications of a member of a registered
society from being elected as a member of the committee of
management or of a regional or branch committee.”;

14. Section 66 of the principal enactment is hereby amended as
follows:-

(i) in subsection (1) thereof, by the substitution for the words “employee
of ihe society, the Registrar may”, of the words “employee of the
society, who has utilized the funds of the society contrary to the
provisions of this Law or any other law or rules or regulations made
thereunder or the by-lays or the working rules of the society or
financial procedure approved by the Registrar or any general
directions issued by the Registrar or the Co-operative Employees’
Commission the Registrar may;” ;and

(ii) in subsection (2) thereof—

(a) by the substitution for the words “by the Society”, of the words
“by the Registrar”; and

{b) by the substitution for the words and figures “and the provisions
of section 312 (except paragraphs (a) and (c) of subsection (1)
of that section) of the Criminal Procedure Code”, of the words
and figures “and the provisions of section 291 (except paragraphs
(a) and (d) of subsection (1) of that section) of the Code of
Criminal Procedure Act, No. 15 of 1979".

15. The following new section is hereby inserted immediately after
section 66 of the principal enactment and shall have effect as section 66A
of that enactment:—

66A. Where the Registrar is of opinion that it is necessary or’
expedient to do so for the purpose of ensuring efficient management of the
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affairs of a registered society or for the purpose ot safeguarding any
investments or advances in money or goods made to such registered
society by the Government or any State Bank or State Corporation, he may,
notwithstanding anythingto the contrary in this Law or any otherlaw orinthe
by-laws of such registered society, nominate such number of persons tobe
members of the Committee of such registered society as are in his opinion
necessary or expedient for such purpose:

Provided that the number of such nominated members shall be less
than one half of the total number of members of such Committee.”.

16. Section 67 of the principal enactment is hereby repealed and the
following section substituted therefor—

87. It shall be lawful for the Registrar, after the accounts of a registered
society have been audited as provided in section 44 or after an inquiry under
section 46 or an inspection of books and investigation of affairs of a
registered society has been held under section 47, to require any person,
being a person who is or has at any time been entrusted with or being a
person having or at any time having had the dominion of, any money, or any
goods or property, in his capacity as an officer or a member or a servant of
the society, to pay overorproduce such amount of money or balance thereof
or pay the value of such goods or property which is shown in the books of
accounts or statements kept or signed by such persons as held by or due
from him as such officer, member or servant; and if such person upon being
so required, fails to pay over or produce such amount of money or balance
thereot forthwith or the value of such goods or property or to duly account
therefor, he shall be guilty of the offence of criminal breach of trust and shall
on conviction after summary trial before a Magistrate be liable to imprisonment
of either description for a term not exceeding ten years and shall also be
liable to a fine, notwithstanding that such punlshment exceeds the ordinary
jurisdiction of a Magistrate.”.

17. The following section is hereby inserted immediately after section
67 of the principal enactment and shall have effect as section 67A of that
enactment:-

67A. ltshallbelawfulforan officer ofthe Department of Co-operative
Development to investigate, inquire and conduct prosecutions which fall
within Chapter XVII of the Code of Criminal Procedure Act, No. 15 0f 1979,
in respect of any matter involving a registered society.”.

18. Section 70 of thé principal enactment is hereby amended by the
repeal of subsection (3) thereof, and the substitution therefor, of the
following subsection:—

“(3) Al appointments and orders made, notifications and notices
issued, awards made by arbitrators, and decisions made by the Registrar,
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and suits and other proceedings instituted or deemed to have been made,
issued or instituted and all disputes that have arisen under any enactment
repealed by this Law, shall, be deemed to have been respectlvely made
issued and instituted and to have arisen under this Law.”.

19. Section 72 of the principal enactment is hereby amended by the
repeal of subsection (2) thereof, and the substitution therefor, of the
following subsection:—

“(2) Every person who commits any offence referred to in subsection
(1), shall on conviction after summary trial before a Magistrate, be liable to
imprisonment of either description for a period not exceeding two years, or
to a fine, not exceeding twelve thousand rupees, or to both such imprisonment
and fine, notwithstanding that such punishment exceeds the ordinary
jurisdiction of a Magistrate.”

20. The following new section is hereby inserted immediately after
section 72 of the principal enactment, and shall have effect as section 72A
of that enactment :-

72A.  No suit or prosecution shall lie against the Registrar, Deputy
Commissioner; Senior Assistant Commissioners, Assistant Commissioners,
or other persons duly authorized or appointed by the Registrar under
sections 44, 46, 47, 49, 52, 66 and 67 of this Law for any act which in good
faithis done or purported to be done in the performance of their duties orthe
discharge of their functions under this Law.".

21.Section 75 of the principal enactment is hereby amended by the
substitution for the definition of the expression “officer”, of the following
definition:— .
“officer” includes every person who is the President, Vice President,
Chairman, Vice- Chairman, Secretary, Treasurer of Manager of a
society, or any branch thereof, or a member of the committee of a
society, and any other person who is duly empowered to give
irections in regard to the affairs of the society;’.



THAILAND
CO-OPERATIVE SOCIETIES ACT

B.E. 2511 (1968)

BHUMIBOL ADULYADEJ, REX.
Given on the 7th day of June, B.E. 2511;

Being the 23rd Year of the Present Reign

His Majesty King Bhumibol Adulyadej has been graciously pleased to
proclaim that :
Whereas it is expedient to revise the law on co-operative societies;

Beit, therefore, enactedby the King, by and with the advice and consent
of the Constituent Assembly in the capacity of the National Assembly, as
follows: '

Section 1. This Act is called the “Co-operative Societies Act, B.E.
2511",

Section 2. This Act shall come into force as from the day following the
date of its publication in the Government Gazette.

Section 3. The following shall be repealed:

(1} The Co-operative Societies Act, B.E. 2471:

(2) The Co-operative Societies Amendment Act, B.E. 2476;

(3) The Co-operative Societies Amendmeht Act, B.E. 2477;

(4) The Co-operative Societies Amendment Act, B.E. 2477 (No.2).
Section 4. In this Act: ‘

“co-operative Society” means a group of persons who jointly conduct
affairs for mutual assistance and are registered under this Act

“‘member” means a member of a limited or unlimited co-operative
society;

“Board” means the executive Board of a limited or unlimited
co-operative society, of a co-operative federation in case of a co-operative
federation or of the Co-operative League of Thailand in case of the Co-
operative League of Thailand, as the case may be;

Published in the Government Gazette, Vol. 85, Port 55, Special Issue,
dated 19th June, 2511 (1968)
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“regulation” means a regulation of a limited or unlimited co-operative
-society;

“competent official” means a person appointed by the Minister to carry
out this Act; :

“Minister” means the Minister of State having charge and control of the
execution of this Act.

Section 5. The Minister of National Development* shall have charge
and control of the execution of this Act, and shall have the power to appoint
competent officials and Ministerial Regulations for the purpose of carrying
out this Act.

Such Ministerial Regulations shall come intoforce upon their publication
in the Government Gazette.

Section 6. The Minister shall appoint a government official in the
Ministry of National Development of a position not lower than that of a
Director-General or its equivalent Registrar of Co-operative Societies with
the power and duty provided in this Act, and a government official or
government officials in the Ministry of National Development of a position
not lower than that of a chief of Division or its equivalent Deputy Registrars
of Co-operative Societies with the power and duty provided in this Act or
entrusted by the Registrar of Co-operative Societies. ’

The appointment under paragraph one shall be published in the
Government Gazette.

Section 7. There are two kinds of co-operative societies:

(1) alimited co-operative society is a cooperative society the liability
of a member of which is limited to the amount of money remaining unpaid
on the shares held by him;

(2) an unlimited co-operative society is a co-operative society the
liability of all members of which is joint and unlimited for all its obligations.

Section 8. The Minister has the power to notify fromtime totime inthe
Government Gazette as to what type of co-operative society in what locality
will be accepted for registration and the occupations of the prospective
members thereof.

The type of co-operative society which will be accepted for registration
shall be prescribed by Ministerial Regulations.

Wherever in this Act, the Minister of National Development and the Ministry of National
Development, they signify, according to the present government organization, the Minister
of Agriculture and Cooperatives and The Ministry of Agriculture and Cooperative
respectively.
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Section 9. In case of a co-operative society dealing with any transaction
which the law requires the acquisition, disposal, defence or retention of
ownership of an immovable propenty or real right relating to an immovable
property to be registered, such registration shall be exempted from the

payment of tees.

Section 10. No person other than the co-operative societies registered
under this Act and the Co-operative League of Thailand shall use the word
“co-operative” as the name, or a part thereof, of his business.



PART
Limited Co-operative Societies

CHAPTER |
Registration of Limited Co-operative Societies

Section 11. A group of not less than ten persons which may be
registered as a limited co-operative Society under section 7(1) must:

(1) have joint business according to the type of co-operative society
for which the registration is applied and the object of such joint business is
mutual assistance;

(2) be natural person, sui juris, have the qualifications perscribed by
aregulation, engage in any occupation prescribed in the notification of the
Minister and voluntarily agree to be members thereof;

(3) have capital which is divided into shares of equal value and each
prospective member must hold at least one share but not more than one-
fith of the total number of shares;

(4) have proper regulations under section 14.

Section 12. In applying for the registration of a limited co-operative
society, prospective members of a limited co-operative society shall elect a
founding committee of not less that ten members to sign the application for
registration and file it with the Registrar of Co-operative Societies together
with a list of names of all prospective members thereof and other particulars
inthe form prescribed by him as well as a copy of the minutes of the meeting
of the prospective members thereof and two copies of the regulations.

Section 13. The Registrar of Co-operative Societies, Deputy Registrar
of Co-operative Societies or a competent official entrusted by the Registrar
of Co-operative Societies has the power to issue a written order requiring
any person concerned to appear for enquiry or to send a document forthe
purpose of the consideration concerning the registration of a limited co-
operative society.

Section 14. The regulations of a limited co-operative society must at
least contain the following particulars:

(1)
(2)
(3) objects;
(4)

name of co-operative society;

type of co-operative society;

office address-
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(5) ‘capital which is divided into shares, vaiue of shares, payment of
share value in cash or in kind, sale and transfer of shares as well as
repayment of share value;

(6) operation, accounting and finance of co-operative society;

(7) qualifications of members, procedure for admission of members
and loss of membership;

(8) general meeting;
(9) election, term of office, vacation of office and meeting of the Board;

(10) appointment, term of office, vacation of office, prescription of
power, duty and responsibility of the Manager.

Section 15. Subject to section 8, when the Registrar of Co-operative
Societies receives an application for registration and, having considered the
application, he is of the opinion that it is in accordance with section 11 and
that the documents under section 12 are complete and the formation of the
co-operative society {0 be registered will not be detrimental to the co-
operative society system, he shall register it.

Inthe case where the Registrar of Co-operative Societies gives anorder
refusing registration, the applicant shall be notified of the order in writing
without delay.

The applicant is entitled to appeal against the order refusing registration
to the Minister by filing an appeal with the Registrar of Co-operative
Societies within thirty days from the date of receiving the order.

The decision of the Minister shall be final.

Section 16. In considering particulars concerning the application or
those in the regulations, if the Registrar of Co-operative Societies is of the
opinion that they are incorrect, he shall have the powerto order the applicant
to make an amendment thereof.

Section 17. When the Registrar of Co-operative Societies has registered
a limited co-operative society, the group of persons who applied for
registration of the co-operative society shall have the same power and duty
to conduct the affairs as the Board of such co-operative society until the
election of the Board under section 24.

Section 18. Aregistered limited co-operative society is ajuristic person,
and the Registrar of Co-operative Societies shall issue a certificate of
registration to it, and the persons who signed the application for the
registration of the limited co-operative society and the persons named inthe
list under section 12 shall be deemed its members from the date of
registration made by him.
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In case of persons applying for membership of a limited co-operative
society after its registration, they shall be deemed members upon payment
of their shares in accordance with the regulations thereof.

Section 19. Alimited co-operative society must have the word “Limited”
as the last word of its name. ‘

Section 20. In payment of shares, members may not set off against the
limited co-operative society.

CHAPTER 2
Operation of Limited Co-operative Societies

Section 21. For the purpose of carrying out its objects, a limited co-
operative society may do the following:

(1) to acquire, purchase, hold ownership or real right, possess, raise
a loan, borrow, hire, hire-purchase, take transfer of hire or hire-purchase
mortgage or pledge, sell or dispose of property by any other means;

(2) to grant a loan, lend, let, let on hire-purchase, give credit to
members, transfer or take mortgage or pledge of property of ntfembers;

(38) tolendmoneyto any other co-operative societies withthe approval
of the Registrar of Co-operative Societies;

(4) to guarantee loans or credit of members and guarantee hire-
purchase or lending of other property by members;

(5) to receive saving or fixed deposits from members in accordance
with the rules of the co-operative society approved by the Registrar of Co-
operative Societies;

(6) to purchase shares of a bank whose object is to provide financial
assistance to co-operative societies;

(7) to purchase shares or debentures of a co-operative federation;

(8) to purchase shares of any other co-operative societies or institution
whose business is to facilitate or promote the activities of co-operative
societies with the approval of the Registrar of Co-operative Societies;

(9) to carry on business and trade for the benefit of members;

(10) to provide appropriate relief to members and their families who
suffer from disaster in connection with their occupations;

(11) to give technical assistance to members;
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(12) to apply for or accept technical assistance from the Government,
foreign agencies or any other person, provided it is in accordance with the
policy or direction made or given by the Registrar of Co-operative Societies;

{13) to carry on all other activities in connection with or relating to the
realisation of the objects of the co-operative society.

Section 22. A loan or guarantee raised or given by a limited co-
operative society shall be limited to the amount approved by the Registrar
of Co-operative Societies.

Section 23. Any subsidy or property of the Government, foreign agencies
or any other person, if given for a specific purpose, shall be used for such
purpose; if not, it shall be allocated as reserve of the limited co-operative
society. ‘

Section 24. There shallbe an executive Board of a limited co-operative
society consisting of directors elected from members by the general
meeting to carry on activities of and represent the limited co-operative
society in matters concerning third persons. For this purpose, the Board
may entrust a director or directors to act on its behalf.

Section 25. A limited co-operative society may have an inspector or
inspectors elected from members or third persons by the general meeting
to examine its activities and to report its findings to the general meeting.

Section 26. Any limited co-operative society having more than five
hundred members may specify in its regulations that the general meeting
may be attended by the representatives of members.

The method of election, number and term of office of the representatives
of members shall be prescribed in the regulations.

Section 27. The founding committee of a limited co-operative society
shall call the first ordinary general meeting within ninety days from the date
of registration of the limited co-operative society in order to appoint the
Board and hand over all matters to it.

Subsequent ordinary general meetings shall be called by the Board at
least once a year within one hundred and fifty days fromthe last day of each
accounting year of the co-operative society.

Section 28. The Board may call an extraordinary general meeting
whenever it thinks fit. If the Registrar of Co-operative Societies gives a
notice calling for an extraordinary general meeting, orin the case where the
limited co-operative society has suffered a loss more than one-half of its
paid-up share capital, it must be called without delay.

Members not less than one-fifth of its total number or not less than fifty
members or representatives of members in case of having representatives
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of members under section 26 not less than one-fifth of its total number or not
less than twenty-five representatives of members may sign a petition, in
respect of any particular matters, requesting that an extraordinary general
meeting be called by the Board at any time.

In case of members or representatives of members of a limited co-
operative society requesting for an extraordinary general meeting, the
Board shall call it within thirty days from the date of receiving the petition. If
the Board does not call it within the said period, the Registrar of Co-operative
Societies or a person entrusted by him has the powerto do so within a period
he thinks fit.

Section 29. At a general meeting of a limited co-operative society, the
presence of notlessthan one-half of the total number of members or not less
than one hundred members, or, in case of a general meeting consisting of
the representatives of members, not less than one-half of the total number
of the representatives of members or not less than fifty members shall
constitute a quorum.

Section 30. At ageneral meeting of a limited co-operative society, if the
presence of members or representatives of members, as the case may be,
isinsufficientto constitute aquorum, another generalmeeting shall be called
within fourteen days from the date of the first general meeting. As for the
subsequent meeting, if it is not an extraordinary general meeting requested
by the members, the presence of members or representatives of members,
as the case may be, not less than one-tenth of the total number of members
or representatives of members or not less than ten members shall be
deemed to constitute a quorum.

Each member, regardless of the number of shares he holds, shall have
one vote. In case of an equality of votes, the chairman of the meeting shall
have an additional vote as a casting vote. The decision of a general meeting
shallbe made by a majority of votes &xcept that a two-thirds majority of votes
of members present shall be required in the following cases;

(1} amendment of a regulation;
(2) dissolution of the limited co-operative society;

(3) any other matters which the regulations requires a two-thirds
majority of votes of members present;

At a general meeting, a member or representative of members may not
appoint another person his proxy.

Section 31. In appropriating the annual net profit of a limited co-
operative society, at least ten per cent of the net profit shall be set aside as
reserves and five per cent but not exceeding five thousand Baht of the net
profit shall be subscribed to the Co-operative League of Thailand.



255

The balance of the annual net profit after having deduction as reserves
and as subscription to the Co-operative League of Thailand may be
appropriated by the general meeting as follows:

(1) asdividend on paid-up shares as prescribed in the regulations but
not exceeding eight per cent per annum;

(2) asrebateto members in proportion to their business done with the
limited co-operative society during the year as prescribed in the regulations;

(3) as bonus to members of the Board and officials of the limited co-
operative society as prescribed in the regulations but not exceeding ten per
cent of the net profit;

{(4) as accumulated fund for operation of any activity of the limited co-
operative society as prescribed in the reguiations.

Section 32. The reserves under section 31 may be withdrawn from the
reserve account only for the purpose of compensating a loss.

Section 33. A limited co-operative society may deposit or invest its
money as follows:

(1) deposit it in a bank whose object is to give financial assistance to
co-operative societies, in the Government Savings Bank or a co-operative
federation;

{2) deposititin any other co-operative society or in any bank, with the
approval of the Registrar of Co-operative Societies, in case there is no bank
under (1) in the locality;

(8) invest it by purchasing Government securities.

Section 34. A limited co-operative society whose object is to sell
agricultural produce grown by members shall buy or collect the produce of
its members before those of other persons.

CHAPTER 3
Supervision of Limited Co-operative Societies

Section 35. The Registrar of Co-operative Societies, Deputy Registrar
of Co-operative Societies, inspector of co-operative societies, auditor or
competent official entrusted by the Registrar of co-operative Societies has
the power to issue a written order instructing the Board, examiner, other
official, member or representative of members of any limited co-operative
society to appear for enquiry concerning the activities of the limited co-
operative society or to send a document concerning the operation or
minutes of the meetings of the limited co-operative society.
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Section 36. for the purpose of carrying out this Act, the Registrar of Co-
operative Societies, Deputy Registrar of Co-operative Societies, inspector
of co-operative societies, auditor or competent official entrusted by the
Registrar of Co-operative Societies has the power to enter and inspect the
office of any limited co-operative society during its working hours, and the
persons concerned shall provide facilities or assistance or give explanation
to such persons as may be appropriate.

The person acting under paragraph one shall produce his identity card
to persons concerned.
The identity card under paragraph two shall be in the form prescribed
by the Minister.
Section 37. A limited co-operative society shall keep the following
register:
(1) A register of members which must at least have the following
particulars:
(a) name, type and office address of the limited co-operative
society; .
(b) names, nationalities and addresses of members;

(c) date of becoming members.

(2) A register of shares which must at least have the following
particulars:

(a) name, type and office address of the limited co-operative
society;

{b) names of members holding shares, value of share, number of
shares and paid-up shares;

(c) date of acquisition of shares.

The limited co-operative society shall keep the registers under (1) and
(2) at its office and shall send copies thereof to the Registrar of co-operative
Societies within minety days from the date of registration.

Wheneverthereis achange inany particular in the register of members
or registerof shares, the Registrar of Co-operative Societies shall be notified
within ninety days from the date of such change.

Section 38. A limited co-operative society shall make a balance-sheet
at least once in every twelve months, which is deemed to be an accounting
year of the limited co-operative society. The balance-sheet must have
particulas of assets and liabilities of the limited co-operative society together
withthe profitand loss account in the form prescribed by the Registrar of Co-

operative Societies.
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The balance-sheet must be completed and it must be examined by an
auditor and then submitted to the general meeting of the limited co-operative
society for approval within one hundred and fifty days from the end of the
accounting year.

Section 39. A limited co-operative society shall make an annual report
showing the results of the operation of the limited co-operative society and
submit it together with the balance-sheet to the general meeting, and send
copies of the report and balance-sheet to the Registrar of Co-operative
Societies within thity days from the date of the meeting.

Section 40. Alimited co-operative society shall keep at its office annual
reports showing the results of the operation of the limited co-operative
sociely, balance-sheets together with the regulations and the law on co-
operative societies for inspection by members.

Section 41. Inthe case where there is an amendment of the regulation,
a limited co-operative society shall apply for the registration of the amendment
thereofto the Registrar of Co-operative Societies within thirty days from the
date of the resolution of the general meeting. Ifthe Registrar of Co-operative
Societies is of the opinion that the amendment of any clause thereof is
contrary to section i, the Registrar of Co-operative Societies shall order the
change thereof. If the change is not made, he shall refuse registration ofthe
amendment of such clause.

Inthe case where such amendment is a change of name, the limited co-
operative society shall return the certificate of registration |ssued under
section 18 and the Registrar of Co-operative Societies shall issue to it a
certificate of registration with the change of its name.

The change of the name of a limited co-operation society shall not affect
the rights or liabilities of the limited co-operative society.

Section 42. A limited co-operative society may change its type by
making an amendment of its regulations.

When a general meeting passes a resolution changing the type of the
co-operative society, the limited co-operative society shall give notice to all
its creditors and such notice shall be put up at the office of the limited co-
operative society, Government co-operative society office and Amphoe
office of the locality where the co-operative society is situated. If any creditor
has any objection, the objection shall be sent to the limited co-operative:
society within sixty days from the date of receiving the notice.

If no creditor objects it within the prescribed period, it shall be deemed
that there is no objection and the limited co-operative society may have'the
amendment of the regulations registered under section 41.
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If a creditor objects it, the limited co-operative society may have the
amendment of the regulations registered only after |t has paid up the debt
or given security for the payment thereot.

In applying for registration of the amendment of the regulations under
section 41, the limited co-operative society shall produce a fetter certifying
that the limited co-operative society has given notice to all its creditors and
no one has objected it within the prescribed period, or in the case where a
creditor has objected it, the limited co-operative society has paid up the debt
or given security for the payment thereof.

Section 43. In the case where the director, manager or other official of
a limited co-operative society causes damage to the co-operative society,
if it does not file a complaint or institute a legal proceeding the Registrar of
Co-operative Societies shall file the complaint or institute legal proceeding,
and the public prosecutor shall act as attorney therefor. The limited co-
operative society shall reimburse the Registrar of Co-operative Societies or
public prosecutor, as the case may be, in respect of the filing of complaint
or instituting legal proceeding or acting as attorney.

Section 44. The Regisirar of Co-operative Societies shall appoint an
auditor to audit the accounts of the co-operative societies at least once a

year.

The audit shall be conducted in accordance with the rules prescribed by
the Registrar of Co-operative Societies and the auditing report shall be
submittedin the form prescribed by the Registrar of Co-operative Societies.

Section 45. The Registrar of Co-operative Societies shall appoint an
inspector of co-operative societies to examine the activities and financial
conditions of the co-operative societies as may be prescribed by the
Registrar of Co-operative Societies. After the exammanon the report
thereon shall be submitted to him.

Section 46. If a general meeting of a limited co-operative society
passes a resolution in violation of law or regulations of the co-operative
society, the Registrar of Co-operative Societies has the power to revoke it.

Section 47. In the case where the Board has caused undue performance
of its duties to the extent that it becomes prejudicial to the interest of the
limited co-operative society or its members, or the limited co-operative
society has caused any mistake concerning its finance or accounts according
to the auditing report under section 44, orthe activities or financial conditions
according to the examining report under section 45, the Registrar of Co-
operative Societies, auditor or inspector of co-operative societies, as the
case may be, who has knowledge of or found the mistake, shall give notice
to the Board to rectify the mistake in accordance with the methods
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prescribed by the Registrar of Co-operative Societies within thirty days from
the date of receipt of notice. if the rectification has not been made within the
prescribed period without justification and the Registrar of Co-operative
Societies is of the opinion that it is not yet appropriate to order the dissolution
of the limited co-operative society under section 51, he shall have the power
to issue a written order with which the limited co-operative society just
comply, as follows:

(1) dismissing the entire Board or the member of the Board who is
involved therein;

{(2) suspending certain acts which cause the mistake or are prejudicial
to the interest of the limited co-operative society or its members;

{3) stopping operation for the time being in order that rectification of
the mistake may be carried out in accordance with the methods and within
the period prescribed by him.

Section 48. In the case where the Registrar of Co-operative Societies
dismisses the entire Board, he shall appoint an interim Board having the
same powers and duties as the Board, which shall hold office not exceeding
one hundred and eighty days from the date of appointment.

Theinterim Board shall receive the same remuneration as was received
by the Ecard.

Before vacating office, the interim Board shali call a general meeting for
the election of new members of the Board in accordance with the procedure
prescribed in the regulations.

Section 49. in the case where the Registrar of Co-operative Societies
dismisses certain members of the Board, he shall appoint members of the
co-operative society members of the Board, and the new members of the
Board shall hold office for the term of office of the persons they replace.

CHAPTER 4
Dissolution of Limited Co-operative Societies

Section 50. A limited co-operative society may be dissolved on any of
the following grounds:

(1) inthe cases, if any, provided by its regulations;

(2) whenthe limited co-operative society has less than ten members;
(3) by resolution of a general meeting;
(4) upon being bankrupt;
(5) by order of the Registrar of Co-operative Societies under

section 51.
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Thelimited co-operative society dissolved under (1);(2), (3), or (4) shall
notify the Registrar of Co-operative Societies within fifteen days from the
date of dissolution. Notice of the dissolution ofthe co-operative society shall
be put up by the Registrar of Co-operative Societies and the provisions of
section 42 paragraph two concerning the putting up of notice shall apply
mutatis mutandis.

Section 51. The Registrar of Co-operative Societies has the power to
order the dissolution of a limited co-operative society when it appears that:

(1) more than one-half of the total number of members notity the
Registrar of Co-operative Societies in writing that the limited co-operative
society be dissolved, and give reasons therefor in detail;

(2) it has not commenced operation within one year from the date of
registration or has ceased its operation for a continuous period of two years
from the date of cessation;

(3) itis unable to operate successfully, or its operation will be prejudicial
to itself or common interest.

Section 52. A limited co-operative society which is dissolved by the
order under section 51(2) or (3) is entitled to appeal to the Minister by filing
an appeal withthe Registrar of Co-operative Societies within thirty days from
the date of receiving the order.

The decision of the Minister shail be final.

Section 53. When a limited co-operative society is dissolved on any
ground specified in section 50, it shall be liquidated in accordance with the
provisions of Part V on Liquidation.



PART il
Unlimited Co-operative Societies

. CHAPTER |
Registration, Operation and Supervision of
Unlimited Co-operative Societies

Section 54. A group of not less than ten persons which may be
registered as an unlimited co-operative society under section 7 (2) must:

(1) have joint business according to the type of co-operative society
for which the registration is applied and the object of such joint business is
mutual assistance;

(2) be natural persons, sui juris, have qualifications prescribed by a
reguiation, engage in any occupation prescribed in the notification of the
Minister and voluntarily agree to be members thereof;

{3) have proper regulations under section 55.

Section 55. The regulations of an unlimited co-operative society must
at least contain the particulars under section 14 (1), (2), (3), (4), (6), (7), (8)
and (9).

Section 56. The provisions of section 12 shall apply mutatis mutandis
to the application for registration of an unlimited co-operative society.

Section 57. The registration of an unlimited co-operative society may
be made only when all members have their residence within the same or
neighbouring Tambons as the Registrar of Co-operative Societies thinks fit,
and the provisions of section 13, section 15 and section 16 shall apply
mutatis mutandis to the registration and the appeal of an unlimited co-
operative society.

Section 58. A registered unlimited co-operative society is a juristic
person; and the Registrar of Co-operative Societies shall issue a certificate
of registration to it, and the persons who signed the application for its
registration and the persons named in the list under section 56 shall be
deemed its members from the date of registration made by him.

incase of persons applying for membership of an unlimited co-operative
society after its registration, they shall be deemed members upon approval
of the general meeting.

Section 59. The provisions of section 27 and section 28 shall apply
mutatis mutandis to the ordinary and extraordinary general meetings of an
unlimited co-operative society except that an ordinary general meeting must
be called by the Board at least twice a year.
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At a general meeting of an unlimited co-operative society, the presence
of members not less than two-thirds of the total number of members shall
constitute a quorum.

Section 60. At a general meeting of an unlimited co-cperative society,

if the presence of members is insufficient to constitute a quorum ancther

“general meeting shall be called within fourteen days fromthe date of the first

general meeting. As for the subsequent meeting, if it is not an extraordinary

general meeting requested by the members, the presence cf members not

less than one-fourth of the total number of members or not less than ten
members shall be deemed to constitute a quorum.

Each member shall have one vote. In case of an equality of votes, the
ctrairman of the meeting shall have an additional vote as a casting vote. The
decisions of a general meeting shall be made by a majority of votes except
that a two-thirds majority of votes of members present shall be required in
the following cases:

{1} admission of new members;
(2) amendment of a regulation;
(3) dissolution of the unlimited co-operative society;

(4) any other matters which the regulations require a two-thirds
majority of votes of members present.

At a general meeting, a member may not appoint another person his
proxy. '

Section 61. The annual net profit of an unlimited co-operative society
shall be appropriated as follows:

(1) five per cent as a contribution to its public fund;

(2) five percent as a contribution to the central fund of all unlimited co-
operative societies;

(3) five per cent but not more than five thoursand Baht as a subscription
to the Co-operative League of Thailand, and the amount in excess of five
thousand Baht shall be transferred to its reserves;

(4) not less than eighty-five per cent as its reserves.

Section 62. The reserves under section 61(4) may be withdrawn from
the reserve account only for the purpose of compensating a loss.

Section 63. The public fund of an unlimited co-operative society under
section 61(1) may be used only for public untilities in the locality, promotion
of the activities of co-operative societies or education or training in respect
of co-operative societies, provideditis approved by the general meeting and
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by the Registrar of Co-operative Societies, Deputy Registrar of Co-operative
Societies or the competent official entrusted by the Registrar of
Co-operative Societies.

Section 64. The ceniral fund of all unlimited co-operative societies
under section 61 {2) shall be deposited by the Ministry of National Development
inabankunder section33 (1), orinvested in accordance with the rules made
by the Ministry of National Development. If it appears that any unlimited co-
operative society is heavily in debt and, after having considered the cause
of indebtedness and the condition of living of members, it is unjustified for
members to contribute in whole or in part to the property of the unlimited co-
operative society for payment of the debts, the Registrar of Co-operative
Societies, subjectto the prior approval of the Minister, has the powertodraw
money from such fund to pay its debts to the creditors as he thinks fit. Any
interest accrued fromthe central fund shall also be transferred to the central
fund.

The Central Co-operative Fund established under section 19 tri (2) of
the Co-operative Societies Act, B.E. 2471 as amended by the Co-operative
Societies Amendment Act, B.E, 2477 including the interest accrued therefrom
shall be deemed the central fund under paragraph one.

Section 65. The money of an unlimited co-operative Socisty may be
deposited or invested as prescribed in section 33.

Section 66. An unlimited co-operative society whose object is to sell
agricultural produce grown by members shall purchase or collect the
produce of its members before that of other persons.

Section 67. An unlimited co-operative society shall keep a register of
members and the provisions of section 37 concerning the register of
members and change in the particulars thereof shall apply mutatis mutandis.

Section 68. An unlimited co-operative society may be converted to a
limited co-operative society by the foliowing proceedings.

(1) amendment of its regulations to include the particulars prescribed
in section 14;

(2) resolution of the general meeting prescribing its reserves to be
those of the limited co-operative society.

After the proceedings under (1) and (2) have been taken, the unli.mited
co-operative society shall notify its creditors for objection and the provisions
of sections 42 shall apply mutatis mutandis.

Section 69. Except as provided in this chapter, the provisions of Part |
on Limited Co-operative Societies shall apply mutatis mutandis tp the
registration, operation and supervision of unlimited co-operative societies.
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CHAPTER 2
Dissolution of Unlimited Co-operative Societies

Section 70. Anunilimited co-operative society may be dissolved by any
of the grounds specified in section 50 or when the Registrar of Co-operative
Societies orders the dissolution on account of the grounds specified in
section 51.

Section 71. The provisions of section 50 paragraph two and section 52
concerning the dissolution and the appeal of a limited co-operative society
shall apply mutatis mutandisto an unlimited co-operative society. As for the
liquidation, it shall be in accordance with the provisions of Part V on
Liquidation.



Part 1li
Co-operative Federations

Section 72. Three or more co-operative societies wishing tooperate the
business jointly so as to accomplish their common objects may establish a
co-operative federation.

Section 73. A co-operative federation may be established only by the
resolution to participate in the establishment of a co-operative federation of
a general meeting of each co-operative society.

Section 74. The provisions of Part | on Limited Co-operative Societies
shall apply mutatis mutandis to the establishment, registration, operation,
general meetings, supervision, election and power and duty of the Board,
and dissolution of a co-operative federation.

Section 75. In establishing a co-operative federation, the Board of each
co-operative society shall appoint a representative to form a fondling
committee for the establishment of the co-operative federation.

Section 76. In applying for the registration of a co-operative federation,
at least three members of the founding committee shall sign an application
and file it with the Registrar of Co-operative Societies.

Section 77. A registered co-operative federation shall be a juristic
person and a limited co-operative society under this Act.

Section 78. A general meeting of a co-operative federation shall compose
of the representatives of the co-operative societies elected by the Board of
each co-operative society in number prescribed inthe regulations of the co-
operative federation and the presence of not less than one-half of the total
number of the representatives of the co-operative societies shall constitute
a quorum.

At the general meeting of the co-operative federation, each co-operative
society shall have one vote and shall appoint a representative to cast vote
on its behalf.

Section 79. A general meeting of a co-operative federation shall elect
its Board from the representatives of the co-operative societies which are
its members in accordance with the number, rules and procedure prescribed
in its regulations.

Section 80. For the purpose of carrying out its objects, a co-operative
federation may do the acts prescribed in section 21 and may issue
debentures in its interest.

The provisions of the Civil and Commercial Code on Debentures shall
apply mutatis mutandis to the issue of debentures.



Part IV
Amalgamation of

Co-operative Societies

Section 81. Two or more co-operative societies of the same kind under
section 7 may be amalgamated by resolution of a general meeting of each
co-operative society, provided such amalgamatior must be approved by the
Registrar of Co-operative Socigties.

The resolution of the general meeting must be passed by:

(1) votes of not less than two-thirds of members present at the
meeting for the amalgamation of limited co-operative societies;

(2) unanimous votes of members present at the r“eetmg for the
amalgamation of unlimited co-operative societies.

The application for approval of the Registrar of Co-operative Societies
shall be accompanied with a copy of the minutes of the general meetings of
the co-operative societies which passed the resolutions for the amalgamation.

Section 82. After the Registrar of Co-operative Societies has given
approval under section 81, each co-operative society shall give to its
creditors notices advising them of the proposed amalgamation and requesting
those who have objections to the amalgamation to send their objections to
it within sixty days from the date of giving notices.

if no creditor objects it within the prescribed period, it shall be deemed
that there is no objection and the co-operative societies may proceed with
the amalgamation.

If a creditor objects it, the co-operative societies may not proceed with
the amalgamation until they have paid up the debt or given security for the
payment thereof.Section 83. The Board of each co-operative society to be
amalgamated shall appoint not more than three representatives to proceed
with the registration under section 84.

Section 84. The co-operative societies established by amalgamation
must be registered as a new co-operative society of the same kind as their
original by filing an application for registration with the Registrar of Co-
operative Societies in accerdance with the forms prescribed by him.

The application for registration of the new co-operative society mustbe
signed by at least two representatives of each co-operative society to be

amalgamated.
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The application for registration of the new co-operative society must be
accompanied with the following documents:

(1) aletterofeach ce-operative society to be amalgamated confirming
that notices have been givento its creditors under section 82 paragraph one,
and no creditor objects it within the prescribed period or, in case a creditor
objects it, the co-operative society has paid up the debt or given security for
the payment thereof;

(2) two copies of a regulation of the new co-operative society;

(3) acopy of the minutes of the meeting of representatives of the co-
operative societies to be amalgamated.

Documents under (2} and (3) shall be certified by two elected members
of the first Board of the new co-operative society.

Section 85. After the registration of the amalgamation of the co-operative
societies as a new co-operative society, the Registrar of Cc-operative
Societies shall delete their original names from the register.

Section 86. The new co-operative society shall acquiré alithe property,
obligations, rights and liabilities of the original co-operative societies.



Part V
Liquidation

Section 87. The liquidation of a bankrupt co-operative society shall be
made in accordance with the law on bankruptcy.

Section 88. As for the liquidation of a co-operative society dissolved on
the grounds other than bankruptcy, the general meeting shall elect a
liquidator with the approval of the Registrar of Co-operative Societies to
perform the liquidation within thirty days from the date of its dissolution or
from the date of the order of the Minister dismissing an appeal, as the case
may be.

Inthe case where the general meeting does not elect a liquidator within
the said period or the Registrar of Co-operative Societies does not approve
the election of the liquidator, the Registrar of Co-operative Societies shall
appoint a liquidator to perform the liquidation of the co-operative society.

When the Registrar of Co-operative Societies thinks fit or the members
of the co-operative society not less than two-thirds of the total number of its
members apply to him, he may appoint a new liquidator to replace the
previously elected or appointed liquidator.

The Registrar of Co-operative Societies shall register the liquidator
approved by him under paragraph one or the liquidator appointed under
paragraph two or paragraph three, and shall put up a notice of the name of
the liquidator at the office of the co-operative society, Government co-
operative society office and Amphoe office of the locality where the co-
operative society is situated within fourteen days from the date of registration
of the liquidator. .

A liquidator may receive remuneration as prescribed by the Registrar of
Co-operative Societies.

Section 89. A co-operative society is deemed to continue after its
dissolution as far as it is necessary for the purpose of liquidation.

Section 90. The liquidator shall have the duty to settie the affairs of the
co-operative society, to pay its debts and to distribute its property.

Section 91. When a co-operative society is dissolved, the Board and
the officials of the co-operative society shall have the duty to take care of all
property of the co-operative society until the liquidator requests for the
delivery thereof.

The liquidator may, at any time, request the Board or the officials of the
co-operative society to deliver the property under paragraph one together
with the account books, documents and other things.



269

Section 92. Within thirty days from the date the liquidator has been
registered by the Registrar of Co-operative Societies, the liquidator shall
advertise in a daily newspaper for at least two consecutive days and give to
ali creditors whose names appear in the account books or documents of the
co-operative society or are known by any other way notices advising them
that the co-operative society is dissolved and that they shali claim payment
from him.

Section 93. The liquidator shall make a balance-sheet of the co-
operative society without delay and the Registrar of co-operative Societies
shallappoint an auditorto examine the balance-sheet. When the auditor has
certified the balance-sheet, the liquidator shall submit it to the general
meeting for approval and then refer it to the Registrar of Co-operative
Societies.

Section 94. A liquidator has the power as follows:

(1) tocarry on the activities of the co-operative society as far as may
be necessary to take care of the interest of the co-operative society during
the period which the liquidation is not yet complete;

(2) tocarry on the activities of the co-operative society as far as may
be necessary for a beneticial settlement of the affairs;

(3) 1tocall a general meeting;

(4) to take all proceedings in a civil or criminal case and to make
compromise in any matter in the name of the co-operative society;

(5) to dispose of the property of the co-operative society;

(6) todemand members or heirs of the deceased members to pay the
value of their shares which still remain outstanding or to contribute to the
property ofthe co-operative society in proportion to their liability for the debts
of the co-operative society; provided, in the case of an unlimited co-
operative society, the demand shall be made only when all or part thereof
is not paid from the central fund under section 64;

(7) to apply to the court to have the co-operative society declared
bankrupt in the case where the value of shares or capital have been paid up
but the property is still insufficient to pay the debts;

(8) todo all other acts as may be necessary for a beneficial settlement
of the liquidation.

Section 95. No limitation of the power of the liquidator shall be set up
against third persons acting in good faith.

‘Section 96. All costs, charges and expenses properly incurred in the
liquidation must be paid by the liquidator in preference to other debts.



270

Section 97. If a creditor does not demand the payment of debts, the
liquidator must deposit with the Registrar of Co-operative Societies a sum
of money equal to the debts for the benefit of the creditor and the liquidator
shall notify him in writing of such deposit without delay.

If the creditor does not collect the money within the period of two years
fromthe day on which the liquidator deposited the money with the Registrar
Co-operative Societies, the creditor shall nolongerbe entitled to it and the
Registrar of Co-operative Societies shall, within a reasonable time, remit it
to the reserves of the Co-operative League of Thailand.

Section 98. The liquidator shall submit every six months tothe Registrar
of Co-operative Societies a report of his activities, showing the situation of
the accounts of the liquidation. Such report shall be made in the from
prescribed by the Registrar of Co-operative Societies.

The reports under paragraph one shall be gratuitously availatﬁle for
inspectionby members, heirs of deceased members andcreditors of the co-
operative society.

If it appears that there is an error in the liquidation, the Registrar of Co-
operative Societies has the power to direct the liquidator to rectify it and
report to him within the prescribed time.

Section 99. Afterthe payment of debts of a limited co-operative society,
if there is some property lett, the hqu:dator shall distribute it in the following
order:

(1) as repayment to members not exceeding the value of paid-up
shares; ' :

(2) asdividends on paid-up shares in accordance with the regulations
but not exceeding eight per cent per annum;

(3) asrebateto members in proportion to their transactions done with
the limited co-operative society durlng the year in accordance with the
regulations.

if there is some propenty still left, the liquidator shall transfer it to other
co-operative societies or the Co-operative League of Thailand in accordance
with the resolution of the general meeting or with the approval of the
Registrar of Co-operative Societies in the case where the general meeting
cannot be called within three months from the date of the completion of the

liquidation.
Section 100. After the payment of debts of an unlimited co-operative

society, if there is some property left, the liquidator shall as far as possible
repay members the whole amount of their on tributions or in proportion to

their contributions to the working capital.
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if there is some property still left, it shall be transierred to other co-
operative societies or the Co-operative League of Thailand in accordance
with the resoiution of the general meeting or with the approval of the
Registrar of Co-operative Societies in the case where the general meeting
cannot be called within there months from the date of the completion of the
liquidation.

Section 101. After ihe compietion of the liquidation of a co-operative
society, the liquidator shall make and submit to the auditor & report on the
liquidation together with a summary of the liquidated accounts showing as
to how the liquidation was made and the property of the co-operative society
was managed together with expenses of the liquidation and the property
distributed under section 99 or section 100. After the auditor has examined
and certified the liquidated accounts, the liquidator shall refer them to the
Registrar of Co-operative societies within thirty days from the date of
certification thereof. When the Registrar of Co-operative Societies has
given approval thereto, it shall be deemed that the liquidation is complete
and he shall delete its name from the register. :

Section 102. When the Registrar of Co-operative Societies has given
approval to the liquidation under section 101, the liquidator shall deliver all
account books and documents of the liquidated co-operative society to him
within thirty days from the date of his approval. The Registrar of Co-
operative Societies shall keep these account books and documents for
another two years from the date of deletion of its name from the register.

The account books and documents under paragraph one shall be
gratuitously available for inspection by interested persons.

Section 103. No claim for recovery of debts shall be brought against a
co-operative society, member or liquidator as debtor aiter the lapse of two
years from the day on which the Registrar of Co-operative Societies deleted
the name of the co-operative society from the register.



Part Vi
Co-operative League of Thailand

Section 104. There shall be an institution called the “Co-operative
League of Thailand” consisting of members which are co-operative societies
having the objects of promoting the activities of every type of co-operative
societies throughout the Kingdom without sharing profit or income.

Section 105. The Co-operative League of Thailand shall be a juristic
person.

The Co-operative League of Thailand shall have its head office in
Changwat Phra Nakhon and may establish branches elsewhere.

Section 106. The co-operative League of Thailand has the power to do
the acts within the scope of its objects specmed in section 104 and such
power shall include:

(1) promoting and propagating the activities of co-operative societies
as well as conducting research and compiling statistics concerning such
activities;

(2) giving technical advice and assistance to co-operative societies
and providing facilities in respect of the communication and co-ordination
between co-operative societies and Government agencies or other persons;

(3) providing technical study and training on the activities of co-
operative societies;

(4) promoting relationship between co-operative societies,‘relationship
with foreign co-operative leagues or organizations having similar objects;

(5) purchasing, procuring, disposing of, holding ownership, possessing
or executing a juristic act in respect of any property;

(6) doing otheractincompliance with its objects or as entrusted by the
Government agencies.

Section 107. The Co-operative League of Thailand may have income
from the property as follows:

(1) subscriptions to the Co-operative League of Thailand;

(2) Government subsidies;

3) donations of money or property;

) proceeds from sale of technical publications, documents or others;
)

)

E<Y

(
(
(5) money or property received as remuneration for services rendered;
(6) benetits derived from its porperty.
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Section 108. There shall be an executive Board of the Co-operative
League of thailand consisting of not fess than twelve representatives of co-
operative societies elected by ageneralmeeting ofthe Co-operative League
of Thailand and not more than five persons appointed by the Minister as
directors. '

The Board shall elect a chairman and a vice-chairman or vice-chairmen
from its directors.

The Board shall appoint a person whom it thinks fit Director of the Co-
operative League of Thailand. The Director of the Co-operative League of
Thailand shall be its ex-officio director.

Section 109. The Board shall have the duty to administer the activities
of the Co-operative League of Thailand, and such power and duty shall
include;

(1) making regulations concerning matters under section 106;

(2) making regulations on general meetings of the Co-operative
League of Thailand and procedures on attendance of representatives of co-
operative societies in the general meeting;

(3) making regulations on election of executive directors of the Co-
operative League of Thailand, meetings and administration of the Board.

(4) making regulations on power and duty of the Director of the Co-
operative League of Thailand;

(5) making regulations on officials of the Co-operative League of
Thailand.

The regulations made under (2) and (3) must be approved by a general
meeting before they come into force.

Section 110. The executive directors of the Board of the Co-operative
League of Thailand shall be in office for a term of two years

A director who vacates office may be re-elected,

Section 111. The Board shall provide a general meeting at least once
a year within sixty days from the end of the accounting year of the Co-
operative League of Thailand.

The Board may call an extraordinary general meeting whenever it thinks
fit, or at the request of members not less than one-tenth of the total number
of members.

~ Section 112. the Director shall administer the activities of the Co-
operative League of Thailand in accordance with the regulations and shall
have the power to control the officials thereof.
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In matters concerning third persons, the Director shall have the power
to act on behalf of the Co-operative League of Thailand.

Section 113. Theprovisions of part | on Limited Co-operative Societies
and Part 5 on Liguidation shall apply mutatis mutandis to the Co-operative
League of Thailand.



Part VI
Penalties

Section 114. Any person who voilates section 10 shall be liable to
imprisonment for not more than one month or to a fine of not more thanone
thousand Baht or to both.

Section 115. Any limited co-operative society which fails to comply
with section 19 shali be liable to a fine of not more than one thousand Baht.

Section 116. Any person who does not appear for enquiry or does not
sent a document for consideration concerning the registration of a limited
co-operative society, unlimited co-operative society or co-operative federation
according to the order given under this act by the Registrar of Co-operative
Societies, Deputy Registrar of Co-operative Societies or competent official
entrusted by the Registrar of Co-operative Societies, as the case may be,
shall be liable to a fine of not more than one thousand Baht.

Section 117. Any person who does not appear for enquiry or does not
sent a document concerning the operation or minutes of meetings of a
limited co-operative society, unlimited co-operative society or co-operative
federation according to the order given underthis Act by the Registrar of Co-
operative societies, Deputy Registrar of Co-operative Societies, inspector
of co-operative societies, auditor or competent official entrusted by the
Registrar of Co-operative Societies, as the case may be, shall be liable to
a fine of not more than one thousand Baht.

Section 118. Any person who obstructs, does not provide facilities,
does not provide assistance, or does not give information to the Registrar
of Co-operative Societies, Deputy Registrar of Co-operative Societies,
inspector of co-operative societies, auditor or competent official entrusted
by the Registrar of Co-operative Societies, who enters for inspection the
office of a limited co-operative society, unlimited co-operative society or co-
operative federation, shall be liable to a fine of not more than one thousand
Baht.

Transitory Provisions
Section 119. As from the date of coming into force of this Act:

(1) The co-operative societies registered before than date of coming
into force of this Act shall be co-operative societies under this Act;

(2) Atter theissue of the Ministerial Regulations prescribing the types
of co-operative societies under section 8, the registrar of Co-operative
Societies shall classify the co-operative societies under (1) into the types of
co-operative societies prescribed in the Ministerial Regulations;
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(3) The co-operative federations registered before the date of coming
into force of this Act shall be co-operative federations under this Act;

(4) The executive directors of the Board of the co-operative societies
or co-operative federations registered before the date of coming into force
of this Act shall be directors of the Board of the co-operative societies or co-
operative federations under this Act until the expiration of heir term of office
in accordance with the regulations of such co-operative societies or co-
operative federations; provided this provisions shall not affect the termination
of office for other reasons;

(5) Asformembers of a co-operative federation registered before the
date of coming into force of this Act which are not co-operative societies or
lack of qualifications prescribed in the regulations, they may continue to be
members but they shall not be entitled to be elected members in the next
election;

(6) Any co-operative society registered before the date of coming into
force of this Act whose object is to receive deposits of money from person
who are not members of the co-operative scciety may continue to hold
deposits of money received from the said persons until the expiration of the
term of the deposit agreement between them;

(7) The Co-operative League of Thailand Limited registered before
the date of coming into force of this Act shall be the Co-operative League
of Thailand under this Act;

(8) The executive Board of the Co-operative League of Thailand
Limited registered before the date of coming into force of this Act shall be
the executive Board of the Co-operative League of Thailand until the
expiration of its term of office in accordance with the regulations of the Co-
operative League of Thailand Limited; provided this provisions shali not
affect the termination of office for other reasons.

Countersigned by

Field Marshal Thanom Kittikachorn,
Prime Minister



National Executive Council
Announcement No. 247

The National executive Council has proclaimed the Announcement No.
247 to amend the Cooperative Societies Act for the purpose of paying the
interest and increment obtains fromthe central fund of unlimited cooperative
societies tothe Cooperative League of Thailand. Theinterest and increment
willbe used for coopérative studying and training of its members, committee
of management and officers, that will be very helpful to the cooperative
affairs.

By that Announcement, the Section 64 of the Cooperative Societies Act
B.E. 2511 is repealed and the following body shall come into force:

“Section 64. The central fund of unlimited cooperative societies under
Section 61 (2) shall be deposited by the Ministry of Agriculture and
Cooperatives with banks under Section 33 (1) or invested in accordance
with the regulations prescribed by the Ministry of Agriculture and Cooperatives.

‘Itit appears that any unlimited cooperative society is heavily in debt and
when the cause of indebtedness and the conditions of the members is
considered itis found unreasonable for the members to contribute all or pant
of the difference of the assets of the society to pay the debts, the Registrar
of Cooperative Societies, subject o the prior approval of the Ministry, is
empowered to with draw money from such fund to pay the debts of the
unlimited society to the creditors as he may think proper.

Onthe day this Announcement is proclaimed the Ministry of Agriculture
and Cooperatives is empowered tc pay interest and increment of the central
fund to the Cooperative League of Thailand for its operation under Section
106.”

This National Executive Council Announcement shall come into force
on and from the day following the date of its publication in the Government
Gazette.



The International Cooperative Alliance is one of the oldest non-
governmental International organisations. It is a worldwide confederation
of cooperative organisations of all types. Founded In London on 10th
August 1895, the ICA has affiliates in 77 countries with 195 national and ten
international level cooperative organisations as members serving over 648
million individual members at the primary level, The ICA is the only
international organisation entirely and exclusively dedicated to the promotion
of Cooperation in all parts of the world, The ICA holds Consultative Status
of Category-l in the United Nations Economic and Social Council (UN/
ECOSO0C).

Besides the head office in Geneva, Switzerland, there are four regional
offices viz. the Regional Office for Asia and the Pacific In New Delhi, India
(established in 1960); the Regional Office for East, Central and Southern
Africa at Moshi, Tanzania (established in 1979) and the Regional Office for
Central America and the Caribeans at San Jose, Costa Rica (established
in 1989).

The ICA Regional Office for Asia and the Pacific (ICA ROAP) serves 54
national level organisations from 19 countries, representing nearly 440
million individual cooperators. These countries are: Afghanistan, Australia,
Bangladesh, China, Fiji,'India, Indonesia, Iran, Japan, Democratic Republic
of Korea, Republic of Korea, Malaysia, Pakistan, Philippines, Singapore, Sri
Lanka, Thailand, USSR and Vietnam.

Main activities of the ROAP include coordination of cooperative
development efforts within the region and promotion of exchanges and
experiences; project identification, formulation and evaluation; promotion
of establishement and development of national cooperative apex
organisations; and organisation of seminars and conferences on specific
subjects including support for programmes aiming at the involvement of
women and youth in cooperative activities.

Finances are derived from member subscriptions, own funds and
assistance from donors for various activities carried out by the ICA. O



